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INDEPENDENT AUDITORS’ REPORT
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Independent Auditers' Report

The Honorable Mayor and City Ceuncil
City of Mandeville, Louisiana

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remamning fund information of the City of
Mandewville, Louisiana {the City) as of and for the year ended August 31, 2011, which collectively
comprise the City’s basic financial statements as listed in the table of contents These financial
statements are the responsibility of the City's management OQur responsibility 1s to express an opimion
on these financial statements based on our audit.

We conducted our audit 1n accordance with auditing standards generally accepted 1n the United States
of America and standards applicable to financial audits contained in Government Auditing Standards,
1ssued by the Comptroller General of the United States Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement An audit includes consideration of mternal control over financial reporting as
a basis for designing audit procedures that are appropriate n the circumstances, but not for the
purpose of expressing an opimon on the effectiveness of the City's internal control over financial
reporting Accordingly, we express no opinion An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation We believe that our audit provides a reasonable basis for
our opimion.

Int our opinion, the financial statements referred to above present fairly, 1o all matenal respects, the
financial position of the governmental activities, business-type activities, each major fund, and the
aggregate remaining fund information for the City as of August 31, 2011, and the respective changes
mn financial position and cash flows, where applicable, thereof, for the year then ended in conformity
with accounting principles generally accepted 1n the United States of America

Subsequent to the ongnal release date of this report, we became aware of grant revenue which was
not recorded in the 2011 financial statements As described 1in Note 19, the City restated the
proprietary fund net assets related to the understatement of grant revenues during the year ended
August 31, 2011 As a result of the matenial misstatement noted above, the report previously i1ssued
on February 29, 2012 should not be relied on and 15 replaced by this report on the reissued financial
statements
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In accordance with Government Auditing Standards, we have also 1ssued our report dated February
27, 2013 on our consideration of the City’s internal control over financial reporting and on our tests of
1ts compliance with certamn provisions of laws, regulations, contracts, and grant agreements and other
matters The purpose of that report 1s to describe the scope of our testing of internal control over
financial reporting and comphance and the results of that testing, and not to provide an opimnion on
internal control over financial reporting or on comphance That report 15 an ntegral part of an audit
performed 1n accordance with Government Auditing Standards and should be considered 1n assessing
the results of our andit

Accounting principles generally accepted i the United States of Amenca require that the
management’s discussion and analysis and budgetary comparison information on pages 3 through 14
and 52 through 55 be presented to supplement the basic financial statements Such mformation,
although not a part of the basic financial statements, 1s required by the Governmental Accounting
Standards Board, who considers 1t to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context We have apphed
certain limited procedures to the required supplementary information in accordance with auditng
standards generally accepted in the United States of America, which consisted of mquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtammed during our audit of the basic financial statements We do not express an
opnion or provide any assurance on the information because the hmited procedures do not provide us
with sufficient evidence to express an opmion or provide any assurance

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively compnse the City’s financial statements as a whole The accompanymg financial
mnformation as hsted in the Table of Contents as Supplemental Information Schedules 5 through 7 1s
presented for purposes of additional analysis and 1s not a required part of the financial statements
The combining non-major fund financial statements are the responsibility of management and were
dentved from and relate directly to the underlying accounting and other records used to prepare the
financial statements The information has been subjected to the auditing procedures applied n the
audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures n
accordance with auditing standards generally accepted in the Unmited States of America In our
opinion, the information mncluded 1n schedules 5 and 6 1s fairly stated in all material respects n
relation to the financial statements as a whole The supplemental information on schedule 7 has not
been subjected to the audming procedures apphed n the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them

hutlbtlundl + etk
Metaine, Louisiana
February 27, 2013
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CITY OF MANDEVILLE. LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 2011

As management of the City of Mandeville, Louisiana (the City), we offer readers of the City’s
financial statements this narrative overview and analysis of the financial activities of the City, for the
fiscal year ended August 31, 2011 This management discussion and analysis (MD&A) 15 designed to
provide an objective and easy to read analysis of the City’s financial activities based on currently
known facts, decisions, or conditions It 15 intended to provide readers with a broad overview of City
finances and an analysis of the City’s short-term and long-term activities based on information
presented 1n the financial report and fiscal policies that have been adopted by the City Specifically,
this section 1s designed to assist the reader in focusing on sigmficant financial 1ssues, provide an
overview of the City’s financial activity, identify changes 1n the City’s financial position (its ability to
address the next and subsequent years’ challenges), identify any material deviations from the financial
plan (the approved budget), and identify individual fund 1ssues or concerns

As with other sections of this financial reporting, the information contained with the MD&A should
be considered only a part of a greater whole We encourage readers to consider the information
presented here in conjunction with additional information presented in the Required Supplemental
Information (RSI) that is provided n addition to this MD&A

Financial Highlights
e The assets of the City exceeded labihities at the close of the most recent fiscal year by

$93,925,755 This 1s compnised of $53,708,356 1in governmental activities and $40,217,399 n
business-type activities.

¢ The City’s total net assets increased by $5,244,527 This 1s comprnised of a $3,449,361 increase
from governmental activities and a $1,795,166 increase from business-type activities

o The unrestricted portion of total net assets totaled $11,196,509 This 1s comprised of $6,989,677
in governmental activities and $4,206,832, in business-type activities Unrestricted net assets are
available for spending at the City’s discretion

e Approximately 58 1% of the City’s total net assets are comprised of its investment in capital
assets (e g, land, buildings, equipment, infrastructure, etc ) less any related debt used to acquire
those assets that 1s still outstanding The City uses these capital assets to provide services to
citizens, therefore, these assets are not available for future spending

e Approximately 2 8% ($2,621,816) of the City’s net assets are restricted for debt service

e Approximately 27 4% (325,652,647) of the City’s net assets are restricted by tax levies

e Approximately 11 9% (311,196,509) of the City’s net assets 1s unrestricted

¢ The City’s outstanding debt decreased by $475,000 due to normal debt service requirements



CITY OF MANDEVILLE, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 2011

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements The Statement of Net Assets and the
Statement of Activities (on pages 15 and 16) provide information about the activities of the City as a
whole and present a longer-term view of the City’s finances Fund financial statements start on page
28 For governmental activities, these statements tell how these services were financed n the short-
term as well as what remamns for future spending Fund financial statements also report the City’s
operations 1n more detail than the government-wide statements by providing information about the
Crity’s most significant funds

Overview of the Financial Statements

This discussion and analysis 1s intended to serve as an introduction to the City’s financial statements
The City’s financial statements consist of the following compenents,

Government-Wide Financial Statements,

Fund Financial Statements,

Notes to the Financial Statements, and

Other Supplemental Information, which 1s in addttion to the financial statements themselves

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the City’s finances, 1n a manner similar to a pnivate-sector business

The statement of net assets presents information on all of the City's assets and habihities, with the
difference between the two reported as ref assets Over time, increases or decreases 1n net assets may
serve as a useful indicator of whether the financial position of the City 1s improving or deteriorating

The statement of activities presents information showing how the City's net assets changed during the
year ended August 31, 2011 All changes in net assets are reported as soon as the underlying event
giving nise to the change occurs, regardless of the timing of related cash flows Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows 1n future
fiscal periods (e g , uncollected taxes and earned but unused vacation leave)

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities) The governmental activities of the City include general government, public
safety, public works, and cemetary The business-type activities of the City include water and sewer
services



CITY OF MANDEVILLE, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 2011

Fund Financial Statements

A fund 15 a grouping of related accounts that 1s used to maintain control over resources that have been
segregated for specific activities or objectives The City, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements All of
the funds of the City can be divided inte two categories governmental funds and proprietary funds

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as government
activities i the government-wide financial statement However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term nflows and outflows of
spendable resources as well as on balances of spendable resources available at the end of the fiscal
year Such information may be useful 1n evaluating government's financing requirements

Because the focus of governmental fund 1s narrower than that of the government-wide financial
statements, 1t 1s useful to compare the information presented for governmental funds with similar
information presented for governmental activities n the government-wide financial statements By
doing so, readers may better understand the long-term impact of the government's financing decisions
Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes 1n fund balances provide a reconcihation to facilitate this comparison
between governmental funds and governmental activities

The City maintains seven individual governmental funds. Information 1s presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes 1n fund balances for its four major funds General Fund, Sales Tax Fund, Special Sales
Tax Fund, and Street Construction Fund Data from the other governmental funds are combined
under the heading “Nonmagor Governmental Funds

The City adopts an annual appropriated budget for its general fund and special revenue funds
Budgetary comparison statements have been provided for the general fund and spectal revenue funds
to demonstrate comphance with this budget

Proprietary Fund

The City maintains one type of proprietary fund Enterprise funds are used to report the same
functions presented as business-type activities 1n the government-wide financial statements The City
uses an enterprise fund to account for its water and sewer operations

Proprietary funds provide the same type of information as the government-wide financial statements,
only tn more detail The propnietary fund financial statements provide separate information for the
Water and Sewer Departments, and 1s considered te be a major fund of the City



CITY OF MANDEVILLE, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 2011

Notes to the Financial Statements

The notes provide additional information that 1s essential to a full understanding of the data provided
in the government-wide and fund financial statements '

Required Supplemental Information

In addition to the financial statements and accompanying notes, this report also presents certain
required supplemental information

A. Budgetary Comparison Schedules - The City adopts an annual appropriated budget
for 1ts general fund A budgetary comparison statement has been provided for the
general fund to demonstrate comphance with this budget, beginning on page 52

B. Analysis of Significant Budget Variances in the General Fund

1 Revenues The Intergovernmental grants revenue budget was based on
anticipated grants and the large variance 1s due in part to grants that have been
awarded but not yet received

2 Expenditures Hurricane Expense 1s significantly over budget due to recording
the expenses associated with home elevations as an expense In the past, the City
recorded these expenses as a receivable because this was reimbursed from a
federal grant program

Otber Supplemental Information

A. Combining statements of the Non-major Governmental Funds (Bond Reserve and
Bond Sinking Funds) begtn on page 56

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position  Net assets are divided mnto three categories, invested in capital assets, restricted, and
unrestricted The City’s assets exceeded 1ts hiabihities at the close of the most recent fiscal year by
$93,925,755 (total net assets), of which $11,196,509 1s unrestricted net assets
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MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 2011

The largest portion of the City’s net assets reflects its investment in capital assets (e g., land,
buildings, and equipment), less any related debt used to acquire those assets that 1s still outstanding
The City uses these assets that are nor available for future spending Although the City’s investment
in 1ts capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves cannot be
used to hquidate these hab:hities

An additional portion of the City’s net assets represents resources that are subject to external
restriction on how they may be used. The remaining balance of unrestricted net assets may be used to
meet the government’s ongoing obligations to citizens and creditors

At the end of the current fiscal year, the City is able to report positive balances n all three categones
of net assets, both for the government as a whole, as well as for its separate governmental and
business-type activities

Net Assets
August 31, 2011 and 2010

Governmental Activiies Business-type activities Total
2011 (as 2011 (as
2011 2010 (as restated) restated) 2010 restated) 2010 (as restated)
Current and other assets $ 34177942 § 29,551,844 § 81227111 § 7897866 $ 42305719 $ 37449710
Capital assets 25,619,544 26,322,867 32,736,778 30,987,520 58,356,322 57,310,387
Total assets 59,797,486 55,874,711 40,864,555 38,885,386 100,662,041 94,760,097
Long-term liabilities 4893976 5,049,432 59,394 289,144 4,953,370 5,338,576
Other Liabilities 1,195,154 566,284 587,762 174,009 1,782,916 740,293
Total habilities 6,089,130 5,615,716 647,156 463,153 6,736,286 6,078,869
Net asscts
Invested 1n capital assets,
net of related debt 21,718,005 21,949,885 32,736,778 30,987,520 54,454,783 52,937,405
Restricted 25,000,674 20,722,171 3,273,789 3,360,000 28,274,463 24,082,171
Unrestricted 6,989,677 7,586,939 4,206,832 4,074,713 11,196,509 11,661,652
Total net assets $ 53,708,356 § 50258995 $ 40217399 § 38422233 $ 93925755 § 88681228

The government’s net assets increased by $5,244,527 during the current fiscal year The change 1n
net assets 15 due primarily to investments in the water system improvements of 31 6 million, street
improvement of $1 4 milhon, waste water treatment plant tmprovement of $1 5 million and pubhc
safety equipment $0 5 million



Governmental Activities

CITY OF MANDEVILLE, LOUISTIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 2011

Governmental activities for the City mnclude general government, public safety, public works, and
cemetery Sales and use taxes, property taxes, franchise taxes, licenses and permits, fees and fines
fund most of these governmental activities Governmental activities increased the City’s net assets by
$3,449,361, or 65 8% of the total increase in the net assets of the City

Revenues
Program Revenues
Charges for services
Operating grants
and contributions
Capital grants
and contributions
General revenues
Propenty taxes
Franchise taxes
Sales and use laxes
Licenses and permits
Fines and forfertures
Investment earnings

Other gencral revenues
Gaun (loss) on disposal

Total revenues

Expenses
General government
Public safety
Public works
Cemetary

Interest on long-term debt

Water
Sewer
Total expenses
Change 1n net assets
before transfers
Transfers
Change 1n net assets

Net assets, beginming of year

Net assets, end of year

Changes in Net Assets
Years Ended August 31, 2011 and 2010

Governmental Activities Business-Type Activities Total
2010 (as 2011 (as 2011 (as 2010 (as
2011 restated) restated) 2010 restated) restated)
816,033 § 828,179 3 3,101,899 § 3,043,885 § 3917932 % 3,872,064
157,664 826,121 - - 157.664 826,121
197,182 472,489 1,672,779 1,785,248 1,869,961 2,257,737
2,694,861 2,645,434 - - 2,694,861 2,645,434
986,720 873,985 - - 986,720 873,985
13,473,075 12,852,162 - - 13,473,075 12,852,162
1,346,077 1,355,664 - - 1,346,077 1,355,664
199,087 238,815 - - 199,087 238,815
111,105 117,258 41,597 58,543 158,702 175,801
309,205 261372 - - 309,205 261372
11,977 (1,500) - - 11,977 (1,500)
20,302,986 20,469,979 4,822,275 4,887,676 25,125,261 25,357,655
5,201,465 5,210,200 - - 5,201,465 5,210,200
5,559,210 5,415,901 - - 5,559,210 5,415,901
4,340,869 4,262,403 - - 4,340,869 4,262,403
19,661 19,510 - - 19,661 19,510
185,420 174,717 - - 185,420 174,717
- - 1,551,827 1,525,069 1,551,827 1,525,069
- - 3,022,282 2,261,009 3,022,282 2,261,009
15,306,625 15,082,731 4,574,109 3,786,078 15,880 734 18,868,809
4,996,361 5,387,248 248,166 1,101,598 5,244,527 6,488,846
(1,547,000) (1,534,000) 1,547,000 1,534,000 - -
3,449,361 3,853,248 1,795,166 2,635,598 5,244,527 6,488,846
50,258,995 46,405,747 38,422,233 35,786,635 88,681,228 82,192,382
53,708356 § 50,258995 § 40217399 § 38422233 § 93925755 § 88681228




CITY OF MANDEVILLE, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 201t

Key elements of the change 1n net assets from governmental activities are as follows

Operating grants and contributions decreased by $688,457, or 80 9%, because grants were not
relatively available as 1n the previous year

Capital grants and contributions decreased by $275,307, or 58 3%, because grants were not
relatively available as in the previous year

Sales and use taxes increased by $620,913, or 4 8%, due to an increase n sales revenues from
local retailers compared to the pnor year for the period of December to May indicating a
confidence in the local economy, thereby increasing the sales tax collected

Franchise taxes increased by $112,735, or 12 9% Franchise taxes are based on the utilization of
utihties and phone services The cost of fuel and the dry summer resulted in an increase n

revenues for utility companies

Public safety expenses mncreased by $143,309, or 2 6%, primanly due to the addition of space at
the Mandeville police station

The total transferred from governmental activities to business-type activities was $1,547,000

Business-Type Activities

Business-type activities increased the City’s net assets by $1,795,166, or 34 2%, of the total increase
in the government’s net assets Key elements of this increase are as follows

Capital grants and contnibutions decreased by $112,469, or 6 3%, prnimanly due to the City
receiving a grant to fund facility improvements at the waste water treatment plan m 2010 The
grant from the Office of Coastal Protection and Restoration was received n 2011 for the reduced
amount remaining n the grant

Sewer expenses increased by $761,273, or 33 7%, due to Iitigation settlement expense and the
relocation of the sewer hft station

The total transferred to business-type activities from governmental activities was $1,547,000
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Financial Analysis of the Government’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate comphance wath finance-
related legal requirements

Governmental Funds

The focus of the City’s governmental funds 1s to provide information on near-term inflows, outflows,
and balances of expendable resources Such information 1s useful n assessing the City’s financing
requirements  In particular, wnreserved fund balance may serve as a useful measure of a
governiment’s net resources available for spending at the end of the fiscal year

As of August 31, 2011, the City's governmental funds reported a combined ending fund balance of
$32,876,428, an ncrease of $3,965,212 when compared to the prior year Unassigned fund balance,
as of August 31, 2011, was $4,923,335. The restricted fund balance in the amount of $25,000,674 1s
prnimanly reserved to pay debt service and for public works projects Commtted fund balance was
$2,949,540 and non-spendable fund balance was $2,879

General Fund

The general fund 1s the chief operating fund of the City At August 31, 2011, the fund balance of the
general fund was $8,358,046 The fund balance of the City’s general fund decreased by $30,318 for
the year ended August 31,2011 Key factors relative to this change are as follows

e Franchise tax revenue mcreased $112,735, or 12 9% Franchise taxes are based on the utilization
of utilittes and phone services The cost of fuel and the dry summer resulted in an increase n
revenues for utility compamies

¢ The decrease in intergovernmental grants revenue of $418,645, or 72 6%, 1s due to the completion
of grants related to previous emergencies

s The decrease in disaster income of $262,730, or 78 9%, 15 due to the completion of grants in
connection with Hurricane Katrina

e Public safety expenditures increased $173,483, or 3 3%, due to the addition of space at the
Mandeville police station

* Public works expenditures decreased $377,655, or 17 1% Dunng the year ended August 31,
201!, the City was in a planning phase to determine the appropnate use of funds for future
infrastructure projects within the City

o Capttal outlays expenditures decreased $345,955, or 30 7% Durning the year ended August 31,

201!, the City was 1n a planning phase to determine the appropriate use of funds for future
infrastructure projects within the City

10
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General Fund

Changes in Fund Balance

Years Ended Aungust 31,2011 and 2010

Revenue
Property taxes
Franchise taxes
Intergovernmental grants
Licenses and permuts
Fines and forfeitures
Charges for services
Disaster income
Interest mcome
Mascellaneous

Total revenues

Expenditures
General government
Public safety
Public works
Cemetary
Capntal outlay

Total expenditures

Excess (Deficiency) of
Revenues over Expenditures

Other Financing Sources
Transfers in

Total other financing sources
Net change n fund balance
Fund balance, beginning of year

Fund balance, end of year

2011 2010 (as restated)
$ 2,665312 % 2,619,498
986,720 873,985
157,664 576,309
1,346,077 1,355,664
199,087 238,815
816,033 828,179
70,144 332,874
23,516 22,283
352,800 261,372
6,617,353 7,108,979
4,319,346 4,388,089
5,354,051 5,180,568
1,827,094 2,204,749
19,661 19,510
780,837 1,126,792
12,300,989 12,919,708
(5,683,636) (5,810,729)
5,653,318 5,840,500
5,653,318 5,840,500
(30,318) 29,771
8,388,364 8,358,593
5 8,358,046 § 8,388,364
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MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31, 2011

Sales Tax Fund

The sales tax fund has a total fund balance of $0 All revenues of the sales tax fund are transferred
out to the General Fund, Special Sales Tax Fund, and the Street Construction Fund

Special Sales Tax Fund

The special sales tax fund has a total fund balance of $9,338,310, all of which is restricted for public
works projects and debt service The net imcrease in fund balance during the current year n the
special sales tax fund was $1,820,621 The City Administration during the fiscal year ended 2011
began long-term planning to evaluate the needs for improvement, which are necessary to the
infrastructure to better serve and protect the citizens of the City of Mandeville

Street Construction Fund

The street construction fund has a total fund balance of $12,549,914, all of which 1s restricted for
capital improvements The net increase m fund balance during the current year in the special sales tax
fund was $2,272,410 Projects that were planned for fiscal year 2011 were delayed as the study for
future street infrastructure projects was developed

Proprietary Fund

The City’s proprietary fund provides the same type of information found 1n the government-wide
financial statements, but 1in more detail

Unrestricted net assets of the Water and Sewer Departments at the end of the year amounted to
$4,206,832 The total increase 1n net assets was $1,795,166 Other factors concerning the finances of
this fund have already been addressed in the discussion of the City’s busimess-type activities

General Fund Budgetary Highlights

During the year, there was a $5 3 million increase in appropnations between the original and final
amended budget Following are the main components of the ncrease

s Capital outlay projects budgeted n previous years carried over into the current fiscal year
e  $0 5 milhon supplemental appropriation to the police department for maintenance and expanston
of the police station

The increase was possible because the city has accumulated fund balance over the past few fiscal
years due to changes in the City’s administration With the election of a new Mayor and the change 1n
city engineers which slowed the process of evaluation of the infrastructure requirements of the City,
The City has also seen an increase 1n revenue over the past few years and without a long-term trend
on the sales tax revenue, the city was conservative on appropriation of the funds
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CITY OF MANDEVILLE, LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31. 2011

Capital Asset and Debt Administration

Capital Assets

. The City’s mvestment n capital assets for its governmental and business type activities as of August
31, 2011, amounts to $58,356,322 (net of accumulated depreciation) This investment in capital
assets includes land, buildings and improvements, machmery and equipment, park facilities, roads,
and water and sewer infrastructure

Major capital asset additions during the current fiscal year included the following

e Several police and other vehicles were acquired for the General Government at a cost of
$246,776

e Other machinery, equpment, etc were acquired at a cost of $112,752 for the General
Government

¢ Road construction and replacement totaled $1,410,283
¢ Improvements to buildings and structures totaled $197,605

e Various sewer line additions and improvements were constructed by the Water and Sewer Fund at
a cost of $2,610,501

¢ Equpment and vehicles were acquired for the Water and Sewer Funds at a cost of $171,172

e Improvements to buildings in the Water and Sewer Fund totaled $44,108

Additional information on the City’s capital assets can be found in Note 7 of this report

Long-Term Debt

At August 31, 2011, the City had total bonded debt outstanding of $3,930,000 This total 1s
comprised of $365,000 in general obligation bonds, and $3,565,000 1n sales tax bonds payable from a
pledge of the City’s 1% Sales Tax

Total retirement of long-term debt amounted to $475,000 durning the year ended August 31, 2011

Additional information on the City’s long-term debt can be found in Note 8 of this report
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CITY OF MANDEVILLE, LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS

AUGUST 31,2011

Economic Factors and Next Year’s Budget and Rates
The following factors were considered 1n preparing the City’s budget for the 2012 fiscal year

Sales tax revenues, the City’s largest revenue source, increased (4 8%) in this fiscal year The City
believes that there may be a decrease in sales tax revenues in the fiscal year 2012 because of the
slumping economy Because of this, the City 1s taking a conservative approach to projecting sales tax
revenues, therefore, for the fiscal year ended August 31, 2012, there was a modest decrease in
budgeted sales tax revenue compared to the August 31, 2011, fiscal year

Requests for Information

This financial report 1s designed to provide a general overview of the City’s finances for all those with
an nterest in the government’s finances Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to

Frank J Oliven IIL, Director of Finance
City of Mandewille
3101 E Causeway Approach
Mandeville, LA 70448
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Statement A
CITY OF MANDEVILLE, LOUISIANA

Statement of Net Assets

August 31, 2011

Governmental Business Type
Activities Activities Total
(as restated) {as restated)
Assets:
Cash and cash equivalents $ 8,585,289 5 744,465 $ 9,329,754
Investments 24,072,064 5,284,774 29,356,838
Receivables
Property taxes, net 14,837 - 14,837
Sales and use taxes 1,039,618 - 1,039,618
Water and sewer, net - 354,054 354,054
Grants 421,465 1,643,810 2,065,275
Other 33,000 - 33,000
Internal balances (19,671) 19,671 -
Deposits 2,780 - 2,780
Inventory 99 81,003 81,102
Bond financg costs, net 28,461 - 28,461
Capital assets, net of depreciation 25,619,544 32,736,778 58,356,322
Total assets $ 59,797486 $ 40,864,555 $ 100,662,041
Liabihities:
Accounts payables and accrued habilties $ 773,695 $ 299,607 $ 1,073,302
Deposits 98,176 288,155 386,331
Non-current habilities
Due within 1n year 729,040 14,849 743,889
Due in more than one year 4488219 44,545 4,532,764
Total habilities $ 6,089,130 $ 647,156 $ 6,736,286
Net Assets:
Invested wn capital assets, net of related debt $ 21,718,005 $ 32,736,778 3 54,454,783
Restricted for
Public works and related bonded debt 25,000,674 3,273,789 28,274,463
Unrestricted 6,989,677 4,206,832 11,196,509
Total net assets $ 53,708,356 $ 40,217,399 3 93,925,755

See accompanying notes to financial statements
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Functions/Programs

Governmental Activitics
General government
Pubhc safety
Public works
Cemetery
Interest on long-term debt

Total governmental activilies
Business-Type Activities

‘Water
Sewer

Total business-type activilies

Total

CITY OF MANDEVILLE, LOUISIANA

Statement of Activities

For the year ended August 31, 2011

Statement B

Operating Capita)
Charges Grants Grants Net (Expense) Revennoe and Changes in Net Assets
for and Contrib- and Contrib- Governmental Business-type
Expenses Services ntions utions Activities Activities Total
(as restated) (as restated)

$ 5,201 465 $ 808,973 $ 157,664 b 197,182 $ (4,037,646) $ - $ (4,037,646)
5559210 - - - (5,559.,210) - (5,559.210)
4,340,869 - - - (4,340,86%9) - (4,340,869)
19,661 7,060 - - (12,601) . (12,601)
185,420 - - - (185,420) - (185,420)
15,306 625 816,031 157,664 197,182 (14,135,746) - (14,135,746)
1,551,827 1,336,405 - - - (215,422) (215,422)

3,022.282 1,765,494 - 1,672,779 - 415,991 415,991

4,574,109 3,101,899 - 1,672,779 - 200,569 200,569
s 19,880,734 $ 3917932 $ 157,664 3 1,869,961 $ (14,135,746) s 200,569 $ (13,935,177)

General revenues

Ad valorem (property) taxes 2,694,861 - 2 694 861
Franchise taxes $86,720 - 986,720
Sales and use taxes 13,473,075 - 13,473,075
Licenses and permits 1,346,077 - 1,346,077
Fines, forfeutures and other 199,087 - 199,087
Interest and investment earnings 111,108 41,597 158,702
Other general revenues 309,205 - 309,205
Gain on disposal 11,977 - 11,977
Transfers (1,547,000) 1,547,000 -
Total general revenues and transfers 17,585,107 1,594,597 16,179,704
Changes in net asscts 3,449,361 1,795,166 5,244,527
Net assets, beginning of year 49,213,662 38422233 87,635,895
Prior period adjustments 1,045,333 - 1,045,333
Net assets, beginning of year, as restated 50,258,995 38,422,233 88,681 228
Net assets, end of year $ 53,708,356 $ 40,217,399 $ 93,925,755

See cccompanying notes to finaacial statements.
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ASSETS
Cash and cash equivalents
Investments
Reccivables
Property taxes
Sales and use taxes
Grants
Other
Deposits
Inventory plots and crypts
Interfund receivables

Total assets

LIABILITIES AND FUND BALANCES
LIABILITIES

Accounts payable

Accrued habibties

Deposits

Deferred revenues

Interfund payables

Total habihties

FUND BALANCES
Nonspendable amounts
Not in spendable form
Restricted
Commutted
Unassigned

Total fund balances

Total habihities and fund balances

See accompanying notes to financial statements

CITY OF MANDEVILLE, LOUJSIANA
Governmental Funds - Balance Sheet

Statement C

August 31, 20] ]
Non-Major
Sales tax Special Sales Street Govemmental
General Fund Tax Fund Construction Fund Funds Total
S 698,433 $ 219,200 $ 2,318,153 $ 4,191,439 $ 1,158,064 § 8585289
7,868,159 91,164 6,480,165 8,088,477 1,544,099 24,072,064
- - - - 11,249 11,249
- 1,039,618 - - - 1,039,618
421,465 - . - - 421,465
33,000 - - - - 33,000
2,780 - - - - 2,780
99 - - - 99
603,575 - 539,992 269,998 - 1,413,565
$ 9,627,511 $ 1,349,982 $ 9,338,310 3 12,549,914 $ 2,713,412 $ 35579,129
$ 600,295 § - b - 3 - s - 3 600,295
149,529 - - - - 149,529
98,176 - - - 08,176
421,465 - - - - 421,465
- 1,349,982 - - 83,254 1,433.236
1,269,465 1,349,982 - - 83,254 2 702,701
2,879 - - - - 2,879
490,634 - 9,338,310 12,549,914 2,621,816 25,000,674
2,941,198 - - - 8,342 2,949,540
4,923,335 . - - - 4,923,335
8,358.046 - 9,338,310 12,549,914 2,630,158 32,876,428
§ 9,627,511 $ 1,349,982 $ 9338310 $ 12,549,914 $ 2713412 $ 35,579,129
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CITY OF MANDEVILLE, LOUISIANA

Reconciliation of the Governmental Funds' Balance Sheet to the Statement of Net Assets

August 31, 2011

Total fund balances — governmental funds

The cost of caprtal assets {land, buildings, furniture and equipment) purchased or
constructed 1s reported as an expenditure in governmental funds The Statement of
Net Assets includes those capital assets among the assets of the City as a whole The
cost of those assets 15 allocated over thewr estimated useful hives (as depreciation
expense) to the various programs and reported as governmental activiies in the
Statement of Achvities DBecause depreciahon expense does not affect financial
resources, 1t 1s not reported 1n governmental funds

Cost of capital assets $ 64,193,344

Accumulated depreciation (38,573,800)

Bond financing costs are reported as expenditures in govemmmental funds, but are
capitalized and amortized over the life of the bonds in the government-wide financial
statements

Revenues 1n the statement of activities that do not provide current financial resources
and are not reported as revenues in the funds

Interest expense 1s accrued at year-end 1n the government-wide financial statements,
but 1s recorded only if due and payable on the governmental fund financial statements

Long-term habihities applicable to the City’s governmental activities are not due and
payable n the current period and accordingly are not reported as fund habiliies  All
habilities — both current and long-term — are reported In the Statement of Net Assets

Long-term labilities consist of
Bonds payable $ (3.930,000)
Net other post-employment benefit obligation (963,976)
Compensated absences (323,283)

Statement D

32,876,428

25,619,544

28,461

425,053

(23,871)

(5,217,259

Net assets — governmental activities

See accompanying notes to financial statements
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REVENUES

Texes

Ad valorem

Franchise

Soles and Use
Intergovermnental
Licenses and penmits
Fines and forfeitures
Charges for servicey
Disaster income
Interest income
Donations
Other

Total revenues

EXPENDITURES
Gieneral government
Pubire safety
Public works
Cemetery
Debt service

Pnncipal
Interest and fiscal charges
Caputal outlay

Total expenditures
EXCESS (PEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USLS)
Operating ransfers i
Operaunyg wansfers out

Tote) other financing sources {uscs)

EXCESS (DEFICIENCY) OF REVENUES
AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES

FUND BALANCES - BEGINNING OF YEAR
PRIOR PERIOD ADJUSTMENTS

FUND BALANCES - BEGINNING OF YEAR, AS RESTATED
FUND BALANCES - END OF YEAR

See sccompanymg independent suditors’ report

CITY OF MANDEVILLE, LOUISIANA

Statement of Revenues, Expenditures, and Changes in
Fund Balances - All Governmental Fund Types

For the year ended August 31, 2011

Statement E

Non-mejor
Sales tax Special Sgles Street Construction Govemnmental
Genernl Fund Tax Fund Fund Funds Total

2665312 s - s - 25,961 1) 2691273

986 720 - - - - 986 720

. 13,473 078 . . - 13 473 075

157 664 - - . - 157 664

1346077 - - - - 1346 077

199 087 . - . . 199,087

816,033 - - - - 816033

70 144 - - - - 70 144

23516 144] 45 668 24,994 15,486 111105

9 800 - . - - 9 800

343 000 - . - - 343 000

6,617,353 13,474,516 45,668 24,994 41,447 20203 978

4,319,346 154,947 800 (?22) 21753 4496 524

5 354,051 - - . - 5,354,051

1,827 094 - - 381392 - 2,208,486

19,661 . . . . 19661

- . . . 475,000 475 000

- - . . 157,992 157 992

780 837 - - 1199,218 - 1980052

12 300,989 154 947 800 1 $80 283 654 745 14 691 766

{5,683 636) 13 319,569 44 868 (1555 291) (613,298) 5512212

5653318 - 5,269 550 3327 101 515,797 15,260 366
- (13,319 569) (3 493,797) - - __(16 813 366)
5653318 (13 319,569) 1 775,753 3,827,701 515,797 {1 547 000)

{30.318) - 1,820 621 2,272,410 (97 501) 3965212

7.906 018 266 353 6,993,015 10,015 166 2727,6%9 27,908,209

482,348 (266,353) 524,674 262,338 - 1 003 007

8 388.364 - 7 517,689 10,277,504 2 727 659 28911216

8 338,046 $ - $ 9333310 12 549,914 2530 158 $ 32 876 428




CITY OF MANDEVILLE, LOUISIANA

Reconcilialt the Governmental Funds' Statement of Revenue

Expenditures, and Changes in Fund Balance to the Statement of Activities

For the year ended August 31, 2011

Total net changes (n fund balances — governmental funds

Amounts reported for govemmental activities 1n the Statement of Activities are
different because

Govemnmental funds report capital outlays as expenditures However 1n the statement
of acivities the costs of those assets are allocated over their estimated usefu! lives and
are reported as depreciation expense This represents the amount that depreciation
exceeded capital outlays and the gain on disposals in the current period

The 1ssuance of long-term debt (e g bonds) provide current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes
the current financial resources of governmental funds Neither transaction, however,
has any effect on net assets This amount 1s the net effect of these differences in the
treatment of long-term debt

Bend principal payments

Bond financing costs are reported as expenditures in governmental funds, but are
capitahized and amortized over the life of the bonds in the government-wide financial
statements This represents the amortization of bond financing costs in the current
year

Change n revenue accruals - Under modified accrual basis of accounting, revenues
are not recognized unless they are deemed "available” to finance the expenditures of
the current pertod  Accrual basis recognition 1s not limited to availability, so certain
revenues not available for spending are recognized 1n the current year

Change 1n accrual basis recognition of interest expenditures
Compensated absences are recorded in the governmental funds when paid, but are

recorded In the statement of activihes when eamed This represents the amount of
compensated absences earned that exceeded amounts paid in the current pertod

The change in the net other post-employment benefit obligation reported 1n the
statement of activities does not require the use of current financial resources and,
therefore, 1s not reported as an expenditure in the governmental funds

Change n net assets of governmental activities

See accompanying notes to financial statements
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Statement F

3,965,212

(703,323)

475,000

(3,557)

130,626

(23,871)

(71,182)

(319,544)

$

3,449,361




CITY OF MANDEVILLE, LOUISIANA

Proprietary Fund
Statement of Net Assets

August 51, 2011

ASSETS
Cash and cash equivalents
Investments
Accounts receivable (net of allowance for uncollectibles)
Grant receivable
Interfund recetvable
Inventory

Total current assets
PROPERTY, PLANT, AND EQUIPMENT
Property, plant, and equipment, at cost
Less Accumulated depreciation

Property, plant, and equipment, net

Total assets
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts and other payables
Customer deposits
Accrued compensated absences
Total current habihties
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net assets

Total habilities and net assets

See accompanying notes to financial statements

Statement G

Enterprise
Fund

(as restated)

$ 744,465
5,284,774

354,054

1,643,810

19,671

81,003

8,127,777

46,016,249
(13.279,471)

32,736,778

$ 40,864.555

L) 299,607
288,155
59,394

647,156

647,156

32,736,778
3,273,789
4,206,832

40,217,399

$ 40,864,555




Statement H
CITY OF MANDEVILLE, LOUISIANA

Proprietary Fund
Statement of Revenues, Expenses, and Changes in Fund Net Assets

Eor the year ended August 31, 2011

Enterprise
Fund
(as restated)
OPERATING REVENUES
Charges for services
Water fees s 1,212,791
Sewer fees 1,728,147
Tapping fees
Water 9,560
Sewer 8,725
Water service charges 24,071
Delinquent fees 73,411
Miscellaneous 14,571
Sewer impact fees 14,764
Water impact fees 15,859
Total operating revenues 3,101,899
OPERATING EXPENSES
Water department expenses 1,551,827
Sewer department expenses 3,022,282
Total operating expenses 4,574,109
Operating loss (1,472,210)
NON-OPERATING REVENUES
Interest income 47,597
Total non-operating revenues 47,597
CHANGES IN NET ASSETS BEFORE TRANSFERS (1,424,613)
Capital contributions 1,672,779
Operating Transfers 1,547,000
CHANGES IN NET ASSETS 1,795,166
NET ASSETS:
BEGINNING OF YEAR 38,422,233
END OF YEAR $ 40,217,399

See accompanying notes to financial statements
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Statement I
CITY OF MANDEVILLE, LOUISIANA

Proprictary Fund
Statement of Cash Flows

For the year ended August 31, 2011

Enterprise
Fund
(as restated)
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers and users $ 3,078,180
Cash paid to suppliers of goods or services (2,271,005)
Cash paid to employees (936,148)
Net cash used 1n operating activities (148,973)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Transfers in 1,547,000
Net payments to other funds (85911)
Net cash provided by non-caputal financing activities 1,461.089
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of capital assets (2,844,982)
Net cash used in capital and related financing ectivitics (2,816,013)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments 1,460,509
Interest received 47,597
Net cash provided by capital and related financing activities 1,508,106
NET INCREASE IN CASH AND CASH EQUIVALENTS 4,209
CASH AND CASH EQUIVALENTS
BEGINNING OF YEAR 740,256
END OF YEAR $ 744,465

RECONCILIATION OF OPERATING LOSS TONET CASH
USED IN OPERATING ACTIVITIES
Operating loss $ (1,472,210
Adjustments to reconcile operating loss to
net cash used 1n operating activities

Depreciation 1,098,296
Increase in accounts receivable {22,730)
Increase i accounts payable and accrued expenses 248,660
Customer deposits (989)
Net cash used 1n operating activitics $ (148,973)

See accompanyving notes to financial statements
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CITY OF MANDEVILLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2011

(1) Summary of Significant Accounting Policies

The City of Mandeville, Louisiana (the City) adopted the Home Rule Charter on November 16,
1985, under the provisions of Article VI, Section 5, of the Lowsiana Constitution of 1974 The
City operates under a Mayor - Council form of government and provides the following services
as authonzed by its charter public safety, highways and streets, sanitation and utilities, health
and social services, culture and recreation, public improvements, planming and zoning, and
general administrative services

The accounting policies of the City conform to accounting principles generally accepted 1n the
United States of America as applicable to governmental units The following 1s a summary of
the more significant policies

(@)

)

Reporting Entity

Section 2100 of the GASB Codification of Governmental Accounting and Fmancial
Reporting Standards established critena for determining the governmental reporting entity
and component units that should be included with the reporting entity For financial
reporting purposes, in conformance with GASB Codification Section 2100, the City
includes all funds which are controlled by or dependent on the City which was
determined on the basis of oversight responsibility, including accountability for fiscal and
budget matters, designation and management or governing authornty, and authonty to
1ssue debt Based on these criteria, the City has determined that there are no component
units that are part of the reporting entity

Government-Wide and Fund Financial Statements
Government-Wide Financial Statements

The government-wide financial statements (1e, the Statement of Net Assets and the
Statement of Activities) report information on all of the non-fiduciary activities of the
City as a whole For the most part, the effect of interfund activity has been removed from
these statements Governmental activities, which normally are supported by taxes and
intergovernmental revenucs, are reported separately from business-type activities, which
rely to a sigmificant extent on fees and charges for support The City’s police protection,
parks, recreation, community and youth services, ammal control, garbage collection,
public works, and general admimistration services are classified as govemmental
activities The City’s water and sewer services are classified as business-type activities
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(1)

CITY OF MANDEVILLE, LOUISIANA
NOTES TO FINANCIAL STATEMENTS

AUGUST 31,2011

Summary of Significant Accounting Policies (continued)

)

Government-Wide and Fund Financial Statements (continued)

In the government-wide Statement of Net Assets, both the governmental and business-
type activities columns are presented on a consolidated basis by column The City’s net
assets are reported in three parts - invested 1n capital assets, net of related debt, restricted
net assets, and unrestricted net assets The City first utilizes restricted resources to
finance quahfying activities when both restricted and unrestricted net assets are available

The government-wide Statement of Activities demonstrates the degree to which the direct
expenses of the City’s functions and business-type activities are offset by program
revenues Direct expenses are those that are clearly 1dentifiable with a specific function
or business-type activity Program revenues include (1) charges to customers or
apphcants for services or privileges provided by a given function or business-type
activity, such as water and sewer use or garbage collection fees, and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or business-type activity Taxes and other items not properly included
among program revenues are reported instead as general revenues

Fund Financial Statements

The accounts of the City are orgamzed on the basis of funds or account groups, each of
which 1s considered a separate accounting entity The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets,
habihties, fund equity or retained earnings, revenues, and expenditures or expenses, as
appropriate  Government resources are allecated to and accounted for 1n individual funds
based upon the purposes for which they are to be spent and the means by which spending
activities are controlled Fund accounting 1s designed to demonstrate legal comphiance
and to arde financial management by segregating transactions relating to certain
government functions or activities

The funds of the City are classified into two categories governmental and proprietary
Each category n turn, 1s divided 1nto separate fund types

Fund financial statements report detailed information about the City The focus of
governmental and proprietary fund financial statements 1s on major funds rather than
reporting funds by type Each major fund 1s reported as a scparate column The major
funds reported are the General Fund, Sales Tax Fund, Special Sales Tax Fund, and the
Street Construction Fund Non-major funds are aggregated and presented in a single
column The City has three non-major funds the Tax Collector Fund, Bond Reserve fund
and Bond Sinking Fund

25



)

CITY OF MANDEVILLE, LOUISIANA
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2011

Summary of Significant Accounting Policies (continued

{c) Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
statements Revenues are recorded when eamed and expenses are recorded when a
habihity 1s incurred, regardless of the timing of related cash flows Property taxes are
recognized as revenues in the year for which they are levied Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met An allowance for estimated uncollectible receivables 1s recorded for all
accounts recervable older than 120 days at year-end

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting Revenues are
recognized as soon as they are both measurable and available Revenues are considered
to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period For this purpose, the government
considers revenues to be available 1if they are collected within 60 days of the end of the
current fiscal period Expenditures generally are recorded when a liability 1s incurred, as
under accrual accounting However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when
payment 1s due

Property taxes are recognized as revenue 1n the year for which taxes have been levied and
collected Grants and similar items are recognized as revenue as soon as all eligibihty
requirements imposed by the provider have been met Licenses and permats, fines and
forfeitures, and miscellaneous revenues are recorded as revenues when received 1n cash
because they are generally not measurable until actually received Investment eamings
are recorded as earned

The following are the City's major governmental funds

General Fund - This fund 1s the general operating fund of the City It 1s used to account
for all financial resources except those required to be accounted for in another fund

Sales Tax Special Revenue Fund (Sales Tax Fund) - This fund 1s used to account for the
proceeds of the City’s 2 5% sales and use tax and the State, Parish and Municipal Motor

Vehicle sales tax 1% of this tax 1s dedicated to capital expenditures for constructing,
improving, extending and maintaiming playgrounds and recreational facilities, public
roads, streets, bndges and crossings, sewerage, pgarbage disposal, waterworks, fire
protection, beach improvements, seawalls and extensions, harbor improvements and other
works of permanent public improvements in the City The remaining 1 5% sales and use
tax and the State, Parish and Municipal Motor Vehicle sales tax s transferred 1% to the
Special Sales Tax Fund and 5% to the Street Construction Fund
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(1)

CITY OF MANDEVILLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2011

Summary of Significant Accounting Policies (continued)

(c) Measurement Focus, Basis of Accounting, and Financial Statement Presentation

(continued)

Special Sales Tax Special Revenue Fund (Special Sales Tax Fund) - This fund 15 used to

account for 1% of the sales and use tax and the State, Panish and Mumcipal Motor
Vehicle sales tax transferred from the Sales Tax Fund 1% became effective with
elections held on November 4, 1986, and May 1, 1999, and is to be used for the purpose
of constructing, acquining, extending, improving, operating, and mamntaining sewers and
sewerage disposal works, waterworks improvements, streets; dramns and dramnage
facilities, and for the repayment of bonds for related capital improvements

All monies remaining 1n the Special Sales Tax Fund on the 20th day of each month n
excess of all reasonable and necessary expenses of collection and administration of the
tax and after making the required payments into the Sinking Fund and the Reserve Fund
for the current month and for prior months during which the required payments may not
have been made, shall be considered surplus Such surplus may be used by the 1ssuer for
any of the purposes for which the imposition of the tax 1s authorized or for the purpose of
retiring bonds in advance of their maturities

Street Construction Capital Projects Fund (Street Construction Fund) — This fund 1s used

to account for the costs of constructing, acquiring, extending and improving (1) streets
and/or (n) roadside drains and roadside drainage facilities Financing 1s provided by a
pledge of revenue to be derived from the City’s collection of a 5% sales tax transferred
from the Sales Tax Fund One-half percent became effective with an election held on
January 20, 2001 and extended by the voters on March 27, 2010 (other than those
financed by Proprietary Funds)

The City's sole proprietary fund 1s the Enterprise Fund
Enterprise Fund - This fund 1s used to account for operations of the Enterprise Fund

where ()1t 1s financed and operated 1n a manner similar to a private business enterprise,
and (b) the periodic determination of net income 1s appropriate

The City’s proprietary fund applies all applicable FASB pronouncements tssued on or

before November 30, 1989 1n accounting for 1ts operations unless those pronouncements
conflict with or contradict GASB pronouncements

27



1

CITY OF MANDEVILLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2011

Summary of Significant Accounting Policies (continued)

(d)

(¢

Cash and Investiments

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with onginal matunties of three months or less from the date of
acquisition

Short-term investments are stated at amortized cost, which approximates market value
Certain investments, as required by government auditing standards, are reported at fair
value {quoted market price or the best available estimate)

Receivables

Outstanding balances between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as “due to/due from
other funds ” Any residual balances outstanding between the governmental activities and
business-type activities are reported in the government-wide financial statements as
“Internal Balances ™

All trade and property tax receivables are shown net of an allowance for uncollectible
accounts Trade accounts receivable n excess of 120 days compnse the trade accounts
recervable allowance for uncollectibles The property tax allowance 1s equal to $133,530
of the outstanding property taxes at August 31, 2011

Uncollectible amounts due for customers’ utility receivables are recogmzed as bad debts
through the establishment of an allowance account at the time information becomes
available, which would indicate the uncollectibility of the particular receivable The
allowance was $159,741 at August 31, 2011

Property taxes are due on January st and delinquent 1f not paid by March 31st Property
on which the taxes have not been paid 1s adjudicated to the City after being offered for
sale to the public Receivables - Tax liens are reflected in the financial statements Total
property tax revenue for the year ended August 31, 2011, was $2,691,273 and was
recorded in the funds as follows

General Fund $ 2,665312
Debt Service Fund 25,961
Total $ 2,691,273
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CITY OF MANDEVILLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2011

Summary of Significant Accounting Policies (continued)

1/

Capital Assets

Capatal assets, which include property, plant, equipment and infrastructure assets (e g,
roads, bridges, sidewalks and similar items), are reported in the applicable governmental
or business-type activities columns 1n the government-wide financial statements Capital
assets are capitalized at historical cost or estimated cost if histenical costs are not
available Donated assets are recorded as capital assets at their estimated fair market
value at the date of donation The City mamntains a threshold level of $5,000 or more for
capitalizing capital assets

The costs of normal maintenance and repairs that do not add to the value of the asset or
matenally extend assets lives are not capitalized Improvements are capitalized over the
remaining useful lives of the assets

Capital outlays are recorded as expenditures of the general, special revenue and capital
projects funds and as assets in the government-wide financial statements to the extent the
City’s capitalization threshold 1s met. In accordance with government auditing standards,
infrastructure has been capitalized retroactively to 1980 Effective in fiscal year 2004,
interest incurred during construction 1s capitalized on a government-wide basis Interest
attributable to capitalized assets as of August 31, 2011, was immaterial Depreciation 1s
recorded on general fixed assets on a government-wide basis Capital outlays of the
proprietary fund are recorded as fixed assets and depreciated over their estimated useful
lives on a straight-line basis on both the fund basis and the government-wide basis

The estimated useful lives are as follows

Description Estimated Useful Lives
Roads, bridges and infrastructure 20-40 years

Land improvements 20 years

Buildings and building improvements 20-40 years

Furnsture and fixtures 7 years

Vehicles 5 years

Equipment 3-20 years
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Summary of Significant Accounting Policies (continued)

(¢) Compensated absences

)

0

It 1s the City’s policy to permit employees to accumulate earned but unused annual and
sick pay benefits There 1s no hability for unpaid accumulated sick leave since the
government does not have a policy to pay any amounts when employees separate from
service with the City Employees may carry over annual leave up to 30 or 60 days
depending on the employee’s position Unused annual in excess of the 30 or 60 days 15
forfeited on the employee’s anniversary date All annual pay 1s accrued when incurred in
the government-wide and proprietary fund financial statements A hability for these
amounts 1s reported in the government funds only 1f they have matured, for example, as a
result of employee restgnations and retirements

Long-term Obligations

In the government-wide and proprietary fund financial statements, long-term debt and
other long-term obligations are reported as habilities n the applicable governmental
activities, business-type activities, or proprictary fund statement of net assets Bond
premiums and discounts, as well as 1ssuance costs, are deferred and amortized over the
life of the bonds using the effective interest method Bonds payable are reported net of
the applicable bond premium or discount Bond 1ssuance costs are reported as deferred
charges and amortized over the term of the related debt

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond 1ssuance costs, during the current pertod The face amount of
the debt 1ssued 1s reported as other financing sources Premiums recerved on debt
1ssuances are reported as other financing sources while discounts on debt 1ssuances are
reported as other financing uses Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expendrtures

Restricted Net Assets — Government Wide and Proprietary Fund Financial Statements

Net assets are displayed in three components

! Invested in capital assets, net of related debt - consists of capital assets including
restricted capital assets, net of accumulated deprectation and reduced by the
outstanding balances of any borrowings that are attributable to the acquisition,
construction or improvement of those assets
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Summary of Significant Accounting Policies (continued)

)

1/

Restricted Net Assets — Government Wide and Proprietary Fund Financial Statements
(continued)

2 Restricted net assets - net assets with constraints placed on the use either by

a  external groups such as creditors, grantors, contributors or laws or regulations
of other governments, or
b law through constitutional provisions or enabling legislation

3  Unrestricted net assets - all other net assets that do not meet the defimtion of
“restricted” or “invested in capital assets, net of related debt ”

Fund Balance

In the governmental fund financial statements, fund balances are classified as follows

I  Non-Spendable Fund Balance - amounts that cannot be spent either because they are
in a non-spendable form or because they are legally or contractually required to be
maintained intact

2 Restricted Fund Balance - amounts that can be spent only for specific purposes
because of the City Charter, the City Code, state or federal laws, or externally
imposed conditicns by grantors, creditors, or citizens

3  Committed Fund Balance - amounts that can be used only for specific purposes
determined by a formal action by City Council ordinance or resolution

4  Assigned Fund Balance - amounts that are constrained by the City’s intent that they
will be used for specific purposes The City Council 1s the only body authorized to
assign amounts for a specific purpose and 1s the highest level of decision-making
Therefore, amounts must be reported as commutted

5 Unassigned Fund Balance -all amounts not mcluded in other spendable
classifications

The City considers restricted fund balances to be spent for governmental expenditures
first when both restricted and unrestricted resources are available The City also
considers committed fund balances to be spent first when other unrestricted fund balance
classifications are available for use
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AUGUST 31, 2011

Summary of Significant Accounting Policies (continued)

(k) Interfund Transactions

Permanent re-allocation of resources between funds of the reporting entity 1s classified as
interfund transfers For the purposes of the Statement of Activities, all interfund transfers
between individual governmental funds have been eliminated

(1)  Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the Umted States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and habilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenditures during the period  Actual results could
differ from those estimates

Budgetary Procedures and Budgetary Accounting

All proposed budgets must be completed and submutted to the City Council no later than fifteen
days prior to the beginning of each fiscal year The operating budget includes proposed
expenditures and the means of financing them The final budget must be adopted before the
ensuing fiscal year begins

The City adopted a hine item budget on a basis consistent with accounting principles generally
accepted 1n the United States of America for the following fund types general fund, special
revenue funds, capital projects funds and the enterprise fund (propnetary fund) A formal
budget was not adopted for the debt service funds because effective budgetary control 1s
alternately achieved through general obligation bond provisions

According to hine item budgeting, actual expenditures for each line item may not exceed 1ts
corresponding budgeted amount The budget may be amended under the same procedures as
were followed under 1ts adoption The budgets presented have been amended

Every appropriation, except an appropriation for a capital expenditure, shall lapse at the close
of the fiscal year to the extent that it has not been expended or encumbered An appropriation
for a capital expenditure shall continue in force until the purpose for which it was made has
been accomphshed or abandoned, the purpose of any such appropriation shall be deemed
abandoned if one (1) year passes without any disbursement from or encumbrance of the
appropriation The City does not utilize encumbrance accounting
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CITY OF MANDEVILLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2011

Cash and Cash Equivalents

At August 31, 2011, the City had $9,329,754 in cash and cash equivalents Under state law,
deposits must be secured by federal deposit insurance or the pledge of securities owned by the
fiscal agent bank The market value of the pledged securities plus the federal deposit insurance
and letters of credit must at all times equal the amount on deposit with the fiscal agent

Custodial credit risk 1s the nisk that in the event of a bank failure, the government’s deposits
may not be returned to it The City does not have a deposit policy for custodial credit nsk At
August 31, 2011, the City had $10,397,237 (collected bank balances) These deposits are
secured from nisk by federal deposit insurance and $13,119,491 of pledged securities held by
the custodial bank’s trust department not 1n the name of the City

Louisiana Revised Statute 39 1229 imposes a requirement on the custodian bank to advertise
and sell the pledged secunties within 10 days of being notified by the City that the fiscal agent
has failed to pay deposited funds upon demand

Investments

As of August 31, 2011, the City had the following investments

Investment Maturity Date Fair Value
Tax Exempt Bonds November 2011 $ 50,234
Tax Exempt Bonds Apnl 2012 587,772
Certificates of Deposit June 2012 550,000
Certificates of Deposit July 2012 250,000
Federal Home Loan Bank July 2012 899,839
Federal Home Loan Bank August 2012 400,454
Federal National Mtg Assoc November 2012 125,060
Federal Home Loan Mtg Corp S March 2013 500,412
Certificates of Deposit June 2013 250,000
Federal National Mtg Assoc September 2013 909,831
Federal National Mtg Assoc October 2013 710,599
Federal Home Loan Mtg Corp January 2014 1,100,926
Federal National Mtg Assoc Apnil 2014 264,573
Federal Home Loan Bank May 2014 300,650
Federal Home Loan Bank June 2014 450,116
Federal National Mtg Assoc June 2014 458,187
Federal National Mtg Assoc July 2014 912,530
Louisiana Asset Management Pool Not Apphcable 20,635,655
$ 29,356,838
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AUGUST 31, 2011

Investments (continued)

Louisiana Asset Management Pool (LAMP) i1s admimistered by LAMP, Inc, a non-profit
corporation organized under the laws of the State of Louisiana Only local government entities
having contracted to participate In LAMP have an investment interest in 1ts pool of assets The
primary objective of LAMP 1s to provide a safe environment for the placement of public funds
in short-term, high quality investments The LLAMP portfolio includes only securities and other
obhigations in which local governments in Louisiana are authorized to invest 1n accordance with
LRS 33 2955 LAMP 15 a 2a7-like invesiment pool LAMP 1s rated AAAm by Standard &
Poor’s LAMP s designed to be highly hquid to give its participants immediate access to their
account balances The dollar weighted average portfolio matunty 1s restricted to not more than
60 days, and consists of no securnittes with a maturity in excess of 397 days The investments n
LAMP are stated at fair value based on quoted market rates The fair value 1s determined on a
weekly basis by LAMP and the value of the position 1n the external investment pool 1s the same
as the net asset value of the pool shares LAMP is subject to the regulatory oversight of the
state treasurer and 1ts board of directors LAMP 1s not registered with the SEC as an investment
company

Interest rate risk — To the extent possible, the City will attempt to match its investments with
anticipated cash flow requirements Unless matched to a specific cash flow, the City will not
directly nvest 1n securiies maturing more than one year from the date of purchase Reserve
funds may be invested in secunties exceeding one year if the maturity of such mvestments 1s
made to coincide as nearly as practicable with the expected use of the funds

Credit rate risk — State law limits mvestments to the following

1 Direct US Treasury obligations, the principal and interest of which are fully
guaranteed by the U S Government

2 Bonds, debentures, notes or other evidence of indebtedness 1ssued or guaranteed by
federal agencies, or by US Government instrumentalittes which are federally
sponsored, and provided such obligations are backed by the full faith and credit of the
U S government

3 Bonds, debentures, notes, or other evidence of indebtedness i1ssued by the state of
Lowsiana or any of 1ts pohtical subdivisions
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Investments (continued)

4

8

Direct secunty repurchase agreements of any federal book entry only securities
enumerated 1n paragraphs (1) and (2) above “Direct securnity repurchase agreement”
means an agreement under which the political subdivision buys, holds for a specified
time and then sells back those secunties and obligations enumerated in paragraphs (1)
and (2) above

Fully collateralized time certificates of deposit of any bank domiciled or having a
branch office 1n the state of Louisiana, savings accounts or shares of savings and loan
assoclations and savings banks, or share accounts and share certificate accounts of
federally or state-chartered credit unions 1ssuing time certificates of deposit

Mutual or trust fund institutions which are registered with the SEC and which have
underlying investments consisting solely of an himited to secunties of the Umited
States government or its agencies

Guaranteed investment contracts 1ssued by a bank, financial stitution, insurance
company, or other entity having one of the two highest short-term rating categories of
erther Standard & Poor’s Corporation or Moody’s Investors Service

Investment grade (A-1/P-1) commercial paper of domestic United States corporations

Concentration of credit risk — It 1s the policy of the City to diversify 1ts investment portfolios

Assets shall be diversified to reduce the risk of loss resulting from the over concentration of
assets 1n a specific maturity, a specific issuer or a specific class of securities More than 5% of
the City’s investments are in LAMP, Federal National Mortgage Association Discount Notes,
Federal Home Loan Bank, and Federal Home Loan Mortgage Corporation
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Property Taxes

Property taxes on real and personal property are levied by the City as an enforceable lien on the
property as of March 31, the taxes are payable on January 1, and are delinquent on March 31

The assessed value of the property 1s determined by the St Tammany Pansh assessor's office

The assessed value at January i, 2011, upon which the 2011 levies were based, was
$171,876,969 The combined 2011 tax rate was $15 92 per $1,000 of assessed valuation Of
this amount, $15 82 was available for general operations and $0 10 was available for general
obligation indebtedness

Receivables

At August 31, 2011, recervables, net of allowances consisted of the following

General Sales Tax Debt Service  Proprietary
Fund Fund Fund Fund Total
Water and sewer 5 - 3 - 5 - $ 354054 § 354,054
Property taxes - - 11,249 - 11,249
Sales and use taxes - 1,039,618 - - 1,039,618
Grants 421,465 - - 1,643,810 2,065,275
Other 33,000 - - - 33,000

$ 454465 § 1039618 § 11,249 8§ 1,997,864 § 3,503,196

Allowances for uncollectible accounts receivable are based upon historical trends and the
periodic aging of accounts receivable Total allowance for doubtful accounts 1s $133,530 for
governmental activities and $159,741 for the business-type activities at August 31, 2011
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Property, Plant and Equipment

AUGUST 31, 2011

The following 1s a summary of the changes in capital assets for governmental activities for the

year ended August 31, 2011

September 1,

Governmental Activittes 2010 Additions Deletions August 31, 2011
Nondepreciable capital assets
Land $ 3,491,561 $ - 3 - $ 3,491,561
Depreciable capital assets
Infrastructure — streets 40,707,411 1,410,283 - 42,117,694
Trace and trailhead 3,915,869 - - 3,915,869
Dramnage 6,208,266 - - 6,208,266
Vehicles 2,005,502 248,776 (210,932) 2,043,346
Equipment 1,814,987 112,752 (30,989) 1,896,750
Buildings 3,591,194 197,605 - 3,788,799
Office equipment and furniture 96,984 10,636 - 107,620
Harbor 623,439 - - 623,439
Total depreciable capital assets 58,963,652 1,980,052 (241,921) 60,701,783
Less accumulated depreciation for
Infrastructure - streets (29,665,776) (1,776,890) - (31,442,666)
Trace and trailhead (316,676) (101,135) 2,880 (914,931)
Draimnage (1,525,947) (186,989) - (1,712,936)
Vehicles {1,363,082) (229,705) 185,018 (1,407,769)
Equipment (952,871) (155,191) 22,405 {1,085,657)
Buildings (1,619,834) {166,532) - (1,786,366)
Office equipment and furniture (67,272) (11,973} - (79,245)
Harbor {120,888) (23,342) - (144,230)
Total accumulated depreciation (36,132,346) (2,651,757) 210,303 (38,573,800)
Deprectable capital assets, net 22,831,306 {671,705) {31,618) 22,127,983
Total capital assets $ 26,322,867 $ (671,705) & (31,618) § 25,619,544

Depreciation was charged to the governmental functions as follows

Infrastructure — street construction $ 1,036,258
Public safety — police 205,159
Public works — street mamntenance 1,096,125
General govemment — city hall 314,215

Total $ 2,651,757
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(7) Property, Plant and Equipment (continued

The following 15 a summary of the changes in capital assets for business-type activities for the

year ended August 31, 2011

September 1,

Business-Type Activities 2010 Additions Deletions August 31, 2011
Nondepreciable capital assets
Land $ 1,745,392 § - 8 - 3 1,745,392
Depreciable capital assets
Bulldings 1,314,487 - - 1,314,487
Water wells, lines and tower 16,106,364 1,608,742 - 17,715,106
Sewer hnes 18,477,561 73,628 (6,500) 18,544,689
Equipment and vehicles 1,885,986 167,308 (128,049) 1,925,245
Wastewater treatment plant 3,776,026 995,304 - 4,771,330
Total depreciable capital assets 41,560,424 2,844,982 (134,549) 44,270,857
Less accumulated depreciation for
Buwldings (192,278) (27,386) 3,650 (216,014)
Water wells, lines and tower (3,665,785) (328,405) - (3,994,190)
Sewer lmes {6,478,808) (499,529) 7,577 {6,970,760)
Equipment and vehicles (1,061,512) (165,479) 125,894 (1,101,497)
Wastewater treatment plant {919,513) (77,497) - (997,010)
Total accumulated depreciation (12,318,296) (1,098,296) 137,121 (13,279.471)
Depreciable capital assets, net 29,242,128 1,746,686 2,572 30,991,386
Total capital assets $ 30987520 S 1,746,686 $ 2572 § 32,736,778

Depreciation expense for business type activities 1s $1,098,296 for the year ended August 31,

2011

Construction Commitments

The City has active construction projects as of August 31, 2011 At year end, the City’s

commitments with contractors are as follows

Remaining
Project Spent-to Date Commitment
North Causeway Lift Station Restoration b 264298 $ 29,367
Mandeville Treatment Plan Rehabilitation $ 1,452,545 $ 359,422
Louise Drive Dramnage Improvements $ - h 172,634
East Lakefront Children's Park Phase Il A 123,013 $ 12,664
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(8) Long-Term Debt
Bonds Payable
Bonds payable outstanding at August 31, 2011, are as follows

Senies 2003 Water Improvement Bonds, for $1,035,000, payable
from ad valorem taxes, due in annual installments ranging
from $10,000 to $130,000 including interest due semiannually
through February 1, 2014 at rates of 0 9% to 3 4% $ 365,000

Series 2007 Sales Tax Refunding Bonds, for $4,310,000, payable
from special 1% sales tax (water improvements), due in annual
installments ranging from $15,000 to $515,000 including
interest due semiannually through January 1, 2019 a rate of
385% 3,565,000

Total $ 3,930,000

The annual requirements to amortize all debt outstanding as of August 31, 2011 including
interest are as follows

Principal Interest Total
2012 $ 495,000 $ 140,069 $ 635,069
2013 520,000 121,292 641,292
2014 545,000 109,432 654,432
2015 435,000 99,234 534,234
2016 450,000 82,871 532,871
2017-2019 1,485,000 87,299 1,572,299

$ 3,930,000 % 640,197 § 4,570,197

The City 15 1n compliance with its debt covenants at August 31, 2011

The City 1s subject to the Municipal Finance Law of the State of Louisiana, which limits the
amount of net bonded debt (exclusive of revenue and special assessment bonds) the City may
have outstanding up to 10 percent of the assessed valuation The statutory debt himit and the
amount available for general obhigation borrowing as of August 31, 2011 15 $17,187,697
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Long-Term Debt (continued)

Changes 1n Long-Term Liabilities

A summary of changes in long-term liabilities for the year ended August 31, 2011 1s as follows

September 1, Due within
2010 Additions Reductions  August 31, 2011 one year
Governmental Activities
Bonds payable
Sales tax refunding bonds $ 3,930,000 § - § (365000) $ 3,565000 $ 380,000
Water improvement bonds 475,000 - (110,000) 365,000 115,000
Compensated absences 252,101 489,234 (418,052) 323,283 80,821
Post-employment benefit
obligation (Note 13) 644 432 319,544 - 963,976 153,219
$ 5301533 § 808,778 § (893,052) § 5217239 § 729,040
Business-type Activities
Compensated absences 3 41,196 § 92,518 % (74,320) § 59394 § 14,849

Fund Balances

Fund balances for the City’s governmental funds consisted of the following as of August 31,
2011:

Non-Spendable Fund Balance — The non-spendable fund balance on the general fund 1s made
up of inventory and deposits totaling $2,879 that 1s not 1n spendable form

Restricted Fund Balance - The restricted fund balance on the general fund is made up of
$490,634 1n unexpended transfers from special sales tax fund for public works projects The
restricted fund balance on the special sales tax fund 1s made up of $9,338,310 for public works
projects and related debt service as detailed 1n the 1% sales tax proposition The capital projects
fund totals $12,549,914 in restricted fund balance and 1s made up of the 2 cent special sales tax
and funding from the 1% sales tax dedicated for capital improvements The tax collector fund,
bond reserve fund, and bond sinking fund total $2,621,816 restricted for debt service by bond
ordinance or dedicated millage

Commutted Fund Balance —The bond reserve fund has accumulated interest income of $3,342

committed for debt service The general fund has $2,941,198 of capital outlay projects
approved by the Council and not expended as of August 31, 2011
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(10) Interfund Receivables and Payables

The primary purpose of interfund receivables and payables 1s to loan monies from the general
fund to mndividual funds to cover current expenditures Individual fund balances due from/to
other funds at August 31, 2011, were as follows

Due From Other Due To Other
Fund Funds Funds
General Fund 624,533 b 20,958
Sales Tax Fund - 1,349,982
Special Sales Tax Fund 539,992 -
Street Construction Fund 269,998 -
Debt Service Fund - 83,254
Propnietary Fund 20,958 1,287
Total $ 1,455,481 $ 1,455,481

(11) Interfund Transfers
Operating transfers between funds consist primarily of sales tax revenues transferred out of the
sales tax fund and special sales tax fund to the particular funds for which the sales tax revenue

15 to be used

Interfund transfers for the year ended August 31, 2011 were as follows

Transfers in Transfers Out
Governmental funds
Major funds
General Fund $ 5,653,318 $ -
Sales Tax Fund - 13,319,569
Special Sales Tax Fund 5,269,550 3,493,797
Street Construction Fund 3,827,701
Non-major funds 515,797 -
Total governmental funds 15,266,366 16,813,366
Proprietary fund 1,547,000 -
Total all funds $ 16,813,366 $ 16,813,366
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AUGUST 31, 2011

(12) Pension Plans

Municipal Employees’ Retirement System of Lowsiana (MERS)
Plan Description and Provisions

All of the City's full-time employees, other than police employees, participate in MERS, a cost-
sharing multiple-employer defined benefit pension plan Employces can retire providing they
meet one of the following criteria

1 25 years or more service, at any age
2 10 years or more service, at age 60 or thereafter

3 Has at least five years of service credit towards the plan, 1s not ehigible for normal
retirement benefits, suffers disability and 1s approved by the board of trustees after
medical review and 1s eligible to retire and receive disability retirement benefits

4  Survivor's benefits require five years creditable service at death of member.

Generally, the monthly amount of the retirement allowance for any member shall consist of an
amount equal to 3% of the member’s final compensation multiplied by his years of creditable
service However, under certain conditions as outlined 1n the statutes, the benefits are limited
to specified amounts

If a member's employment 1s termmnated before the member 1s eligible for any benefits under
MERS, the member shall receive a refund of his member contributions

A publicly available financial report for MERS 1s available that includes the applicable
financial statements and required supplementary information the plan The report may be
obtained by writing to MERS at 7937 Office Park Blvd , Baton Rouge, LA 70809

Funding Polic

Plan members are required to contribute 9 25%, established by state statute, of their annual
covered salary, and the City 1s required to contnbute at an actuarially determined rate The
employer’s contribution rate 15 16 75% and 14 25% for the years ended fune 30, 2012 and
2011, respectively The City has elected to pay the member contribution as an additional benefit
to City employees The City's contributions for the years ended August 31, 2011, 2010 and
2009, was $373,834, $326,862 and $326,311, respectively, equal to the required contributions
for each year
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(32) Pension Plans (continued)

Municipal Police Employees’ Retirement Plan (MPERS)

Plan Description and Provisions

A majonty of the City's full-ume police officers participate in MPERS, a cost-sharing multipte-
employer defined benefit pension plan

Any member 1s ehigible for normal retirement after he or she has been a member of MPERS for
one year, if he or she has 25 years of creditable service at any age, has 20 years creditable
service and 15 age 50, or has 12 years creditable service and 1s age 55

Benefit rates are 3'4% of average final compensation (average monthly earnings during the
highest 36 consecutive menths or joined months 1f service was interrupted) per number of years
creditable service not to exceed 100% of final salary

A member 15 eligible to receive disability benefits 1f he was an active contributing member of
MPERS or, if he 1s no longer a member but has 20 years creditable service established in
MPERS and suffers disability, which has been certified by examination by a member of the
Statewide Medical Disability Board A service related disability requires no certain number of
years of creditable service, however, a non-service connected disability requires ten years of
creditable service for new members having an employment date after July 1, 2008 Members
employed prior to July 1, 2008 require five years of creditable service

The disability benefits are calculated at 3% of average final compensatton multiplied by years
of creditable service, but shall not be less than 40% or more than 60% of average final
compensation Upon reaching the age required for regular retirement, the disability pensioner
receives the greater of disability benefit or accrued benefit eamned to date of disability

Upon the death of an active contributing member or disabtlity retiree, the plan provides benefits
for surviving spouses and minor children Under certain conditions outlined in the statutes, the
benefits range from 40% to 60% of the member's average final compensation

A publicly available financial report for MPERS 1s available that includes the applicable

financial statements and required supplementary information the plan The report may be
obtained by writing to MPERS at 7722 Office Park Blvd, Suite 200, Baton Rouge, LA 70809

Funding Polic
The contribution requirements of the plan members and the City are established and may be

amended by the MPERS Board of Trustees in accordance with state statute The City has
elected to pay the member contribution as an additional benefit to City police employees
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CITY OF MANDEVILLE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2011

Pension Plans (continued)
Municipal Police Employees’ Retirement Plan (MPERS) (continued)

Funding Policy (continued

For the year ended June 30, 2011, plan members were required to contribute 7 5% of therr
annual covered salary and the City was required to contribute 25% For the year ended June 30,
2012, plan members are required to contribute 10% of their annual covered salary and the City
was required 10 contribute 26 5% 1f the employee’s salary 1s above the poverty guidelines
1ssued by the US Department of Health and Human Services If the employee’s salary 1s
below poverty guidelmes, then the contributions rates for the employee and the City are 7 5%
and 29%, respectively The City's contributions for the years ended August 31, 2011, 2010 and
2009, were $547,419, $291,932 and $265,751, respectively, which equal the required
contributions for each year

Post-Employment Benefits

Plan Description

The City’s medical and dental benefits are provided through a sclf-insured medical plan and are
made available to employees upon actual retirement

The employees are covered by one of two retirement systems first, the Municipal Employees'
Retirement System of Louisiana, whose retirement eligibility (D R O P entry) provisions are as
follows 25 years of service at any age, or, age 60 and 10 years of service, second, the
Municipal Police Retirement System of Louisiana, whose retirement eligibiity (DR O P entry)
provisions are as follows 25 years of service at any age, age 50 and 20 years of service, or, age
55 and 12 years of service Complete plan provisions are included in the official plan
documents

Contribution Rates

Employees do not contribute to their post employment benefits costs until they become retirees
and begin receiving those benefits The plan provisions and contribution rates are contained 1n
the official plan documents

Funding Policy

The City recogmizes the cost of providing post-employment medical/dental benefits (City’s
portion of the retiree medical/dental benefit premiums) as an expense when the benefit
premiums were due and thus financed the cost of the post-employment benefits on a pay-as-
you-go basis The funding policy is not to fund the ARC except to the extent of the current
year’s retiree funding costs In the year ended August 31,2011, the City’s portion of health care
funding cost for retired employees totaled $153,219
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AUGUST 31, 2011

(13) Post-Employment Benefits (continued)
Annual Required Contribution

The City’s Annual Required Contribution (ARC) 1s an amount actuanally determined in
accordance with GASB Codification The Annual Required Contribution (ARC) 1s the sum of
the Normal Cost plus the contribution to amortize the Actuanal Accrued Liability (AAL) A
level dollar, open amortization period of 30 years (the maximum amortization period allowed
by GASB Codification) has been used for the post-employment benefits The total ARC for the
fiscal year beginnming September 1, 2010 15 $484,253, as set forth below

Medical/Dental
Normal Cost $ 210,237
30-year UAL Amortization Amount 274,016
Annual Required Contribution (ARC) $ 484,253

Net Post-Employment Benefit Obligation

The table below shows the City’s net other post-employment benefit (OPEB) obligation for the
year ended August 31, 2011

Medical/Dental
Beginning Net OPEB Obligation 9/1/2010 3 644,432
Annual Required Contribution {ARC) 484,253
Interest on Net OPEB Obligation 25,778
ARC Adjustment (37,268)
OPEB Cost 472,763
Contributions -
Current year retiree premium (153,219)
Change in NET OPEB Obligation 319,544
Ending Net OPEB Obhgation 8/31/2011 3 963,976

The following table shows the City’s annual OPEB cost, percentage of the cost contributed, and
the net unfunded OPEB lability

Percentage of
Fiscal Year Annual OPEB Annual Cost Net OPEB
Ended Cost Contnbuted Obligation
August 31, 2011 $ 472,763 323% $ 963,976
August 31, 2010 $ 347,720 5 4% 3 644,432
August 31, 2009 5 334,346 56% $ 315,529
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(13) Post-Employment Benefits (continued)
Funded Status and Funding Progress

In the fiscal year ending August 31, 2011, the City made no contributions to its post-
employment benefits plan The plan has not been funded, has no assets, and hence has a funded
ratio of zero As of September 1, 2010, the most recent actuarial valuation, the Actuanal
Accrued Liability (AAL) was $4,738,306, which 1s defined as that portion, as determined by a
particular actuarial cost method (the City uses the Projected Unit Credit Cost Method), of the
actuarial present value of post employment plan benefits and expenses which 1s not provided by
normal cost Since the plan was not funded during the fiscal year ended August 31, 2011, the
entire Actuarial Accrued Liability of $4,738,306 (medical/dental) was unfunded

Medical/Dental
Actuarial Accrued Liability (AAL) $ 4,738,306
Actuarial Value of Plan Assets (AVP) -
Unfunded Actuarial Accrued Liability (UAAL) $ 4,738,306
Funded Ratio (AVP/AAL) 0%
Covered Payroll (active plan members) $ 4,632,149
UAAL as a percentage of Covered Payroll 102 3%

Actuarial Methods and Assumptions

Actuarial valuations involve estimates of the value of reported amounts and assumptions about
the probability of events far into the future The actuanal valuation for post employment
benefits includes estimates and assumptions regarding (1) turnover rate, (2) retirement rate, (3)
health care cost trend rate, (4) mortality rate, (5) discount rate (investment return assumption),
and (6) the period to which the costs apply (past, current, or future years of service by
employees) Actuanally determined amounts are subject to continual revision as actual results
are compared to past expectations and new estimates are made about the future

The actuarial calculations are based on the types of benefits provided under the terms of the
substantive plan (the plan as understood by the City and its employee plan members) at the time
of the valuation and on the pattern of sharing costs between the City and its plan members to
that point The projection of benefits for financial reporting purposes does not explicitly
incorporate the potential effects of legal or contractual funding limitations on the pattern of cost
sharing between the City and plan members n the future Consistent with the long-term
perspective of actuanial calculations, the actuarial methods and assumptions used include
techniques that are designed to reduce short-term volatihty in actuanial habilities and the
actuarial value of assets
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(13) Post-Employment Benefits (continued)

Actuarial Cost Method

The ARC 1s determined using the Projected Unit Credit Cost Method The employer portion of
the cost for retiree medical care in each future year 1s determined by projecting the current cost
levels using the healthcare cost trend rate and discounting this projected amount to the valuation
date using the other described pertinent actuanal assumptions, including the mvestment return
assumption (discount rate), mortality, and turnover

Actuanal Value of Plan Assets

Since the OPEB obligation has not as yet been funded, there are not any assets It 1s anticipated
that 1n future valuations, should funding take place, a smoothed market value consistent with
Actuarial Standards Board Actuanial Standards of Practice Number 6 (ASOP 6), as provided n
GASB Codification will be used

Tumover Rate

An age-related turnover scale based on actual experience as described by administrative staff
has been used The rates, when applied to the active employee census, produce an annual
turnover of approximately 8% The rates for each age are below

Age Percent Turnover
18-25 15 0%
26 - 40 9 0%
41 -54 8 0%

55+ 6 0%

Post-Employment Benefit Plan Eligaibility Requirements

Based on past expenence, it has been assumed that entitlement to benefits will commence six
years after retirement eligibiity (D R O P entry), as described above under "Plan Description”,
except that police personnel were assumed to wait until age 60 and 10 years of service instead
of age 55 and 12 years of service Medical benefits are provided to employees upon actual
retirement

Investment Return Assumption (Discount Rate)

GASB Codification states that the investment return assumption should be the estimated long-
term investment yield on the investments that are expected to be used to finance the payment of
benefits Since the ARC 1s not currently being funded and not expected to be funded in the near
future, we have performed this valuation using a 4% annual investment return assumption
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Post-Employment Benefits {continued)

Health Care Cost Trend Rate

The expected rate of increase in medical cost 1s based on projections performed by the Office of
the Actuary at the Centers for Medicare & Medicaid Services as published in National Health
Care Expenditures Projections 2003 to 2013, Table 3 National Health Expenditures,
Aggregate and per Capita Amounts, Percent Distribution and Average Annual Percent Change
by Source of Funds Selected Calendar Years 1990-2013, released in January, 2004 by the
Health Care Financing Admimstration (www cms hhs gov) "State and Local” rates for 2008
through 2013 from this report were used, with rates beyond 2013 graduated down to an ultimate
annual rate of 5 0% for 2016 and later The trend rate mcludes an inflation factor of 2 50%
annually

Mortality Rate

The 1994 Group Annuity Reserving (94GAR) table, projected to 2002, based on a fixed blend
of 50% of the unloaded male mortality rate and 50% of the unloaded female mortality rates,
was used This 1s a published mortality table which was designed to be used in determining the
value of accrued benefits 1n defined benefit pension plans

Method of Determining Value of Benefits

The "value of benefits" has been assumed to be the portion of the premium after retirement date
expected to be paid by the employer for each retiree and has been used as the basis for
calculating the actuarial present value of OPEB benefits to be paid The employee or retiree
pays a flat monthly charge, currently $46 84, and the employer pays the remainder of the cost of
the medical and dental benefits for the retiree and dependents Retiree coverage 1s offered only
until attainment of age 65 The rates provided are "blended" rates Since GASB Codification
mandates that "unblended" rates be used, we have estmated the "unblended" rates for two
broad groups active and retired before Medicare eligibility It has been assumed that the retiree
rate before Medicare eligibility 1s 130% of the blended rate

Deferred Compensation Plan

The City offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457 An independent plan administrator through an admtmistrative
service agreement admunisters the plan The City’s administrative involvement 1s limited to
transmmtting amounts withheld to the plan administrator who performs investing functions

Plan assets are held n trust for the exclusive benefit of the participants and their beneficiaries

The assets will not be diverted to any other purpose Accordingly, the plan assets and related
liabilities have not been included herein
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Pledged Revenues

The City 1ssued 1ts sales tax revenue refunding bonds 1n 2007 in the amount of $4,310,000 to
refund all or a portion of the outstanding Series 1999 and Sertes 2000 bonds and to fund the
costs of 1ssuance The bonds are payable from and secured by an irrevocable pledge and
dedication of existing 1% sales and use tax revenues

The voters of the City passed the 1% sales and use tax dedication with elections held on
November 4, 1986, and May 1, 1999, for the purpose of constructing, acquiring, extending,
improving, operating, and mamtaining sewers and sewerage disposal works, waterworks
improvements, streets, drains and drainage facilities, and for the repayment of bonds for related
capital improvements The current proposition extends the sales and use tax dedication until
December 31, 2019, which coincides with the maturity of the Series 2007 bonds.

The City transferred $5,254,232 of 1% sales and use tax revenues into the Special Sales Tax
Fund during 2011 Of this amount $515,797 was pledged to satisfy the sinking and reserve
fund requirements for the Series 2007 bond and was transferred into the debt service funds
Principal and interest of $365,000 and $144,279, respectively, was paid on the bonds during
2011 As of August 31, 2011 the outstanding bond principal and interest was $3,565,000 and
$580,099, respectively

Mausoleum Endowed Care Trust Fund

The City entered into an agreement with the Citizens Bank and Trust Company
on June 24, 1966, creating “Lake Lawn Park, Inc, Endowed Care Trust, Town of Mandeville ”
This Trust Fund was created to provide for the maintenance and care of the mausoleum On
January 24, 2006, the account was transferred to Argent Trust The Trust Fund can make
disbursements to the City "upon presentation to the company of an itemized and notarized
statement of maintenance expenses and costs approved and signed by the mayor " This account
15 not reflected on the financial statements because the Trust Fund 1s not considered a part of
the reporting entity and is not significant 1n total
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(17) Commitments and Contingencies

The City 1s a defendant in several lawsuits Damages are generally covered by insurance less
deductible for risks retained by the City The City persists 1n its vigorous defense of these
lawsuits and maintains that the defenses available should shield the City from liability or, at a
minimum, preclude the amount of damages sought by the plaintiffs The City does not expect
any material adverse impact relating to these lawsuits

The City of Mandewville 1s exposed to various risks of loss related to damage and destruction of
assets, errors and omissions, and injunies to employees The City has contracted with various
nsurers to cover 1ts nisk of loss in these areas The City has also contracted with various
mnsurers to provide health insurance coverage for 1ts workers

(18) Restatement

The City 1dentified several adjustments which impacted prior year financial statements A
summary of the impact of these adjustments 15 as follows

The impact on governmental fund balance was as follows

Fund balance, as previously reported, August 31, 2010 $ 27,908,209
Prior period adjustments
Related to overstatement of intergovernmental grant revenues (294,427)
Related to overstatement of liabilities 252,101
Related to understatement of sales and use tax receivables 1,045,333
1,003,007
Fund balance, as restated, August 31,2010 $ 28,911,216

The impact on net assets of governmental activities was as follows

Net asscts, as previously reported, August 31, 2010 $ 49,213,662
Prior period adjustment

Related to understatement of sales and use tax receivables 1,045,333

Net assets, as restated, August 31, 2010 $ 50,258,995
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CITY OF MANDEVILLE, LOUISIANA
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Reissuance

During the performance of the 2012 audit procedures, the City tdentified an adjustment which
impacted the 2011 financial statements

The 1mpact on proprietary net assets was as follows

Net assets, as previously reported, August 31, 2011 $ 38,573,589
Adjustment related to understatement of grant

revenues during the year ended August 31, 2011 1,643,810

Net Assets, as restated and reissued, August 31, 2011 $ 40,217,399

Subsequent Events

On November 19, 2011, a special election was held to authorize the rededication of the
proceeds of the 1% sales and use tax authorized at an election held on August 18, 1959 The
proposition was passed allowing for the rededication of the proceeds recerved by the City from
the levy and collection so that such proceeds (after paying the reasonable and necessary costs
and expenses of collecting and administering the tax) may be used for any lawful corporate
purpose of the City

On August 28, 2012, the Mandeville area suffered damages from Hurricane Isaac There were
physical damages to some of the City’s capital assets as a result of the Hurricane As a result,
certain assets were impaired and require restoration efforts to restore their service utiity
Certain buildings and improvements, harbor, water system, and sewer system assets have been
reduced by a net book value of $612,423 a result of hurricane damage n fiscal year 2012 As of
February 27, 2013, repair efforts were ongoing and the Federal Emergency Management

Agency had obhigated $2,436,893 to reimburse the City for operating and capital costs incurred
related to the hurricane
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CITY OF MANDEVILLE, LOUISIANA

General Fund
Budget Comparison Schedule (GAAP Basi

For the vear ended August 31, 201]

Schedule 1

Actual on Vanance -
Initial Final Budgetary Favorable
Budget Budget Basis {Unfavorable)
REVENUES
Ad valorem (property) taxes $ 2,700,000 $§ 2,700,000 § 2,665,312 Y (34,688)
Franchise taxes 870,000 940,000 986,720 46,720
Intergovernmental grants - 682,500 157,664 (524,836)
Licenses and Permits 1,350,500 1,353,500 1,346,077 (7,423)
Fines and forfeitures 225,000 225,000 199,087 (25913)
Charges for services 808,000 815,000 816,033 1,033
Disaster income - 87,000 70,144 (16,856}
Interest income 10,000 23,000 23,516 516
Donattons 4,000 4,500 9,800 5.300
Other 248,000 282,500 343,000 60,500
Total revenues 6,215,500 7,113,000 6,617,353 (495.647)
EXPENDITURES
General government 4,004,000 4,956,500 4,319,346 637,154
Public safety 5,411,500 5,568,500 5.354,051 214,449
Public works 1,868,000 2,355,000 1,827,094 527,906
Cemetery 21,000 77,000 19,661 57,339
Captal outiay 207,500 3,854,500 780,837 3,073,663
Total expenditures 11,512,000 16,811,500 12,300,989 4,510,511
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (5,296,500) (9,698,500) {5,683,636) 4,014,864
OTHER FINANCING SOURCES (USES)
Operating transfers in (out)
Sales Tax Fund 4,865,500 5,207,000 5,207,000 -
Special Sales Tax Fund 431,000 431,000 431,000 -
Street Construction Fund - (75,000) - 75.000
Depreciation/Reserves (1,500,000) (1,500,000) - 1,500,000
Total other financing sources (uses) 3,796,500 4,063,000 5.638,000 1,575,000
NET CHANGE IN FUND BALANCE $ (1,500,000) $ (5,635500) (45,636) § 5,589,864
FUND BALANCE:
BEGINNING OF YEAR 8,388,364
END OF YEAR $ 8,342,728

See accompanying independent auditors' report
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Schedule 2
CITY OF MANDEVILLE, LOUISIANA

Sales Tax Fund
Budget Comparison Schedule (GAAP Basis)

For the year ended August 31, 2011

Actual on Vanance -
Imtial Final Budgetary Favorable
Budget Budget Basis {Unfavorable)
REVENUES
Sales and use taxes $ 12,600,000 $ 13,400,000 $ 13,473,075 $ 73,075
Interest income 8,000 2,000 1,441 (559)
Total revenues 12,608,000 13,402,000 13,474,516 72,516
EXPENDITURES
General government 145,000 154,500 154,947 (447)
Total expenditures 145,000 154,500 154,947 {447)
EXCESS OF REVENUES OVER EXPENDITURES 12,463,000 13,247,500 13,319,569 72,069
OTHER FINANCING USES
Operating transfers out
General Fund (4,865,500) (5,207,000} (5,207,000) -
Special Sales Tax Fund (4,969,500) (5,205,500) (5,254,292) (48,792)
Street Construction Fund (2,628,000) (2,835,000) (2,819,981} 15,019
Total other financing uses (12.463,000) (13,247,500) (13,281,273) (33,773)
EXCESS OF REVENUES
AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES $ - s - 38,296 $ 38,296
FUND BALANCE:
BEGINNING OF YEAR -
END OF YEAR $ 38,296

See accompanying independent auditors' report
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CITY OF MANDEVILLE, LOUISIANA

Special Sales Tax Fund

Budget Comparison Schedule (GAAP Basis)

For the vear ended August 31, 2011

REVENUES
Interest income

Total revenues

EXPENDITURES
General government

Total expenditures
EXCESS OF REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfers 1n (out)
Sales Tax Fund
Bond Reserve Fund
Proprietary Fund
Bond Sinking Fund
Street Construction Fund
General Fund
Deprecianon/Reserve

Total other financing sources (uses)
EXCESS (DEFICIENCY) OF REVENUES
AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES

FUND BALANCE
BEGINNING OF YEAR

END OF YEAR

See accompanying mdependent auditors' report

Schedule 3
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Actual on. Vanance -
Intial Final Budgetary Favorable
Budget Budget Basis {Unfavorable)
$ 25,000 $ 50,000 $ 45,668 $ (4.332)
25,000 50,000 45,668 (4,332)
1,000 1,000 800 200
1,000 1,000 800 200
24,000 49,000 44,868 (4,132)
4,969,500 3,205,500 5,254,232 48,732
10,000 10,000 - (10,000)
(637,000) (4,047,000) (1,547,000) 2,500,000
(516,000) (516,000) (515,797) 203
(1,000,000) (1,000,000) (1,000,000) -
(431,000) (431,000) (431,000) -
(1.500,000) (1,500,000) - 1,500,000
895,500 (2,278,500) 1,760,435 4,038,935
$ 919,500 § (2.229.500) 1,805,303 $ 4,034,803
7.517,689
$ 9,322,992



CITY OF MANDEVILLE, LOUISIANA

Schedule of Funding Progress

Required Supplementary Information Under GASB Statement No_43

For the vear ended August 31, 2011

Schedule 4

Unfunded

Fiscal Year Actuanal Actuartal Actuarral AAL asa

Ended Valuation Value of Accrued Unfunded Funded Covered Percentage

August 31 Date Assets Liability (AAL) AAL Ratio Payroll of Payroll
2009 9/1/2008 $ - $ 2,932,167  § 2,932,167 0 0% $ 4,349,852 67 4%
2010 9/1/2008 - 2,932,167 2,932,167 00% 4,349,852 67 4%
2011 9/1/2010 - 4,738,306 4,738,306 0% 4,632,149 102 3%

See accompanying independent auditors' report
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CITY OF MANDEVILLE, LOUISIANA

Non-Major Governmental Funds - Combining Balance Sheet
Aupust 31, 2011

ASSETS
Cash and cash equivalents
[nvestments
Property taxes recervable, net

Total assets
LIABILITIES AND FUND BALANCES
LIABILITIES

Interfund payables

Total lslabiliies

FUND BALANCES
Restricted for debt service
Commutted for debt service

Total fund balances

Total habihities and fund balances

See accompanyng independent auditors' report

Debt Service Fund

Schedule 5

Total Non-Major

Tax Collector Bond Reserve Bond Sinking Governmental
Fund Fund Fund Funds

$ 90,803 $ 621 $ 1,066,640 $ 1,158,064

465,313 991,721 87,065 1,544,099

11,249 - - 11,249

$ 567,365 $ 992,342 $ 1,153,705 $ 2713412

83,254 - - 83,254

83,254 - - 83,254

484,111 984,000 1,153,705 2,621,816

- 8,342 - 8,342

484,111 992,342 1,153,705 2,630,158

$ 567,365 3 992,342 3 1,153,705 § 2713412
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Schedule 6
CITY OF MANDEVILLE, LOUISIANA

Statement of Revenues, Expenditures, and Changes in
Fund Balances - Non-Major Governmental Fund Types

For the year ended August 31, 2011

Debt Service Fund

Total Non-Major
Tax Collector Bond Reserve Bond Sinking Governmental
Fund Fund Fund Funds
REVENUES
Ad valorem taxes $ 25,961 5 - $ - $ 25,961
Interest income 7,948 6,014 1,524 15,486
Total revenues 33,909 6,014 1,524 41,447
EXPENDITURES
General government 21,753 - - 21,753
Debt service
Pnincipal 110,000 - 365,000 475,000
Interest and fiscal charges 13,538 - 144,454 157,992
Total expenditures 145,291 - 509,454 654,745
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (111,382) 6,014 (507,930) (613,298)
OTHER FINANCING SOURCES (USES)
Operating transfers in - - 515,797 515,797
Total other financing sources (uses) - - 515,797 515,797
EXCESS (DEFICIENCY) OF REVENUES
AND OTHER SOURCES OVER
EXPENDITURES AND OTHER USES (111,382) 6,014 7,867 {97,501)
FUND BALANCES - BEGINNING OF YEAR 595,493 986,328 1,145,818 2,727,659
FUND BALANCES - END OF YEAR $ 484,111 b 992,342 $ 1,153,705 $ 2,630,158

See accompanying indepeadent auditors' report
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CITY OF MANDEVILLE, LOUISTIANA

Schedule of Compensation Paid to City Council Members

Yecar cnded August 31, 2011

Adelaide Boettner
Trilby Lenfant
Jerry Coogan
Carla Buchholz
Jeff Bernard

See accompanying independent auditors' report
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

The Honorable Donald J Villere, Mayor and Members of
the City Council of the City of Mandeville, Louisiana

We have audited the financ:al statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remamnmng fund mmformation of the City of Mandeville, Louwsiana (the
City), as of and for the year ended August 31, 2011, which collectively comprise the City’s basic
financial statements and have 1ssued our report thereon dated February 27, 2013  We conducted our
audit 1n accordance with auditing standards generally accepted 1n the United States of Amenca and the
standards applicable to financial audits contamned in Government Auditing Standards, 1ssued by the
Comptroller General of the United States

Internal Control over Financial Reporting

Management of the City 1s responsible for establishing and maintaining effective internal control over
financial reporting In planning and performing our audit, we considered the City’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opmions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting Accordingly, we do not express an
opion on the effectiveness of the City’s mtemnal control over financial reporting

Our consideration of mternal control over financial reporting was for the limited purpose described 1n the
preceding paragraph and was not designed to identify all deficiencies i intemnal control over financial
reporting that might be significant deficiencies, or matenial weaknesses and therefore, there can be no
assurance that all deficiencies, sigmficant deficiencies, or material weaknesses have been 1dentified
However, as described 1n the accompanying schedule of findings and questioned costs, we identified
certain deficiencies mn 1nternal control over financial reporting that we consider to be matenal
weaknesses

A defictency m wmiternal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis A material weakness 1s a deficiency, or a combination
of deficiencies, m internal control such that there 1s a reasonable possibihity that a matenal misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis We
consider the deficiency descnbed in the accompanying schedule of findings and questioned costs,
indexed as item 2011-1, to be a material weakness
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A significant deficiency 15 a deficiency, or a combination of deficiencies, mn internal control that 1s less
severe than a matenial weakness, yet important enough to mert attention by those charged with
governance We consider the deficiency described in the accompany schedule of findings and questioned
costs, indexed as 1tem 2011-2, to be a sigmificant deficiency

Compliance and Other Matters

As part of obtaming reasonable assurance about whether the City’s financial statements are free of
matenal misstatement, we performed tests of 1ts comphance with certain provisions of laws, regulations,
contracts, and grant agreements, noncomphance with which could have a direct and matenal effect on the
determination of financial statement amounts However, providing an opmion on comphance with those
provisions was not an objective of our audst, and accordmgly, we do not express such an opmion. The
results of our tests disclosed instances of noncomplhance or other matters that are required to be reported
under Government Auditing Standards and which are described i the accompanying schedule of
findings and questioned costs as items 2011-3 and 2011-4

We noted certain other matters that we reported to management of the City in a separate letter dated
February 29, 2012

The City’s response to the findings 1dentified 1n our audit 1s described in the accompanying schedule of
findings and questioned costs We did not audit the City’s response and, accordingly, we express no
opmion on 1t

Thus report 1s intended solely for the information and use of the City, the City’s management, and federal
awarding agencies and pass-through entities, such as the State of Lowsiana and Legislative Auditor’s
Office and 1s not intended to be and should not be used by anyone other than these specified parties
However, under Lowisiana Revised Statute 24 513, this report ts distributed by the Legislative Auditor as
a public document

Dttt it + pftonill

Metaine, Louisiana
February 27, 2013
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INDEPENDENT AUDITORS®' REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133 AND THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The Honorable Donaid J Villere, Mayor and Members of
the City Council of the City of Mandeville, Louisiana

Compliance

We have audited the City of Mandeville, Louisiana (the City)’s compliance with the types of complhance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and
matenal effect on each of the City’s major federal programs for the year ended August 31, 2011 The
City’s major federal programs are identified in the summary of auditor’s results section of the
accompanymng schedule of findings and questioned costs Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs 1s the responsibility of
the City’s management Our responsibility 1s to express an opmion on the City’s compliance based on
our audit.

We conducted our audit of comphance n accordance with auditing standards generally accepted 1n the
United States of America, the standards applicable to financial audits contained n Government Auditing
Standards, 1ssued by the Comptroller General of the United States, and OMB Circular A-133, Audus of
States, Local Governments, and Non-Profit Organizations Those standards and OMB Circular A-133
require that we plan and perform the audit to obtamn reasonable assurance about whether noncomphance
with the types of compliance requirements referred to above that could have a direct and matenal effect
on a major federal program occurred An audit includes examining, on a test basis, evidence about the
City’s comphance with those requirements and performing such other procedures as we considered
necessary 1n the circumstances We believe that our audit provides a reasonable basis for our opimon
Our audit does not provide a legal determination of the City’s compliance with those requirements

In our opinion, the City complied, n all matenal respects, with the compliance requirements referred to
above that could have a direct and matenal effect on each of its major federal programs for the year
ended August 31, 2011 However, the results of our auditing procedures disclosed nstances of
noncompliance with those requrements, which are required to be reported 1n accordance with OMB
Circular A-133 and which are described n the accompanying schedule of findings and questioned costs
as items 2011-5 and 2011-6

30th Floor - Energy Centre = 1100 Poydras Street + New Orleans, LA 70163-3000 +  Tel 504 569 2978
One Gallena Blvd, Suite 2100 = Metairie, LA70001 - Tel 5048375380 +  Fax 5048343603



Internal Control Over Comphance

Management of the City 1s responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs In planning and performing our audit, we considered the City’s mnternal control over
comphance with the requirements that could have a direct and matenal effect on a major federal program
to determme the auditing procedures for the purpose of expressing our opinion on comphance and to test
and report on wmternal control over compliance m accordance with OMB Circular A-133, but not for the
purpose of expressing an opimon on the effectiveness of internal control over compliance Accordingly,
we do not express an opinion on the effectiveness of the City’s intemnal control over compliance

Our consideration of internal control over compliance was for the lunited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies m internal control over
comphance that might be deficiencies, significant deficiencies, or material weaknesses and therefore,
there can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been
identified However, as discussed below, we 1dentified certain deficiencies 1n internal control over
compliance that we consider to be matenal weaknesses

A deficiency in internal control over compliance exasts when the design or operation of a control over
comphance does not allow management or employees, 1n the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of comphance requirement of a
federal program on a timely basis A material weakness in internal control over compliance 15 a
deficiency, or combmation of deficiencies, in nternal control over compliance, such that there 1s a
reasonable possibility that matenial noncompliance with a type of comphance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis We consider the deficiency
in internal control over comphiance described mn the accompanying schedule of findings and questioned
costs as 1tem 2011-5 to be a material weakness

A significant deficiency mn internal control over compliance 1s a deficiency, or a combnation of
deficiencies, 1 internal control over compliance with a type of compliance requirement of a federal
program that 1s less severe than a material weakness n internal control over compliance, yet important
enough to ment attentron by those charged with governance

The Crity’s response to the findings 1dentified 1n our audit are described 1n the accompanying schedule of

findings and questioned costs We did not audit the City’s response and, accordingly, we express no
opinion on the response

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the City, as of and for the year ended August 31, 2011, and
have 1ssued our report thereon dated February 27, 2013  Qur audit was performed for the purpose of
forming an opinion on the basic firancial statements taken as a whole The accompanying schedule of
expenditures of federal awards 1s presented for purposes of additional analysis as required by OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and 15 not a
required part of the basic financial statements Such information has been subjected to the auditing
procedures applied 1n the audit of the basic financial statements and, i our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole



The purpose of this report 15 solely to describe the scope of our testing of compliance with the types of
comphance requirements applicable to each of the City’s major programs and our testing of internal
control over comphance and the results of our testing, and to provide an opmion on the City’s
comphance but not to provide an opmion on the effectiveness of the City’s internal control over
compliance This report 15 an ntegral part of an audit performed mn accordance with Government
Auditing Standards n considenng the City’s compliance with requirements applicable to each major
program and 1ts internal control over compliance Accordingly, this report 1s not suitable for any other

purpose

Metaine, Louisiana
February 27, 2013



CITY OF MANDEVILLE, LOUISIANA

HEDULE OF EXPENDITURES OF FEDE AWARDS

FOR THE YEAR ENDED AUGUST 31, 2011

Federal Pass-Through
Federal Grantor/Pass-Through Grantor/ CFDA Entity Mdentifying Federal
Program Title/Program Descnption Number Number Expenditures
U S Department of Intenior
Pass-through programs from
St. Tammany Pansh Government
Coastal Impact Assistance Program 15426 F12AF70087 $ 1643810
Total - U S Depaniment of Intenor 1,643,810
U S Department of Envaronmental Protection Agency
Pass-through programs from
UNO Research and Technology Foundauon
EPA Lake Pontchartrain Basin Restoration Program 66 125 58553C 6,984
Total - U S Department of Environmental Protection Agency 6,984
U 8. Department of Justice
Bulletproof Vest Partnership Program 16 607 673
Total - U S Department of Justice 678
U S Department of Agricuiture
Pass-through program from
Lowsiana Department of Agniculture and Forestry
Cooperative Forestry Research 10 202 COM-10 9,925
Total - U S Department of Agnculture 9925
U $ Department of Transportation
Pass-through program from
Louisiana Highway Safety Commission
State and Commumity Highway Safety 20 600 2011-30-64 3,300
Alcohol Impaired Driving Countermeasures Incentive Grants [ 20 601 2011-30-64 15180
Highway Planning and Constructron 20 205 2011-30-64 6,600
Total - US Department of Transportation 25,080
U S Department of Homeland Security
Pass-through programs from
Governor's Office of Homeland Secunty and Emergency Preparedness
Hazard Mitigation Grant Program 97 039 35,508
Total - U S Department of Homeland Secunity 15 508
Total Expenditures of Federal Awards included in thus report $ 1,721,985

See accompanying notes to schedule of expenditures of federal awards
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CITY OF MANDEVILLE, LOUISIANA

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED AUGUST 31, 2011

General

The accompanying Schedule of Expenditures of Federal Awards presents the activity of the
federal awards of the City of Mandeville, Louisiana The City’s reporting entity 15 defined 1n
note 1 to the financial statements for the year ended August 31, 2011 All federal awards
received from federal agencies are included on the schedule

Basis of Presentation
The accompanying Schedule of Expenditures of Federal Awards 1s presented using the accrual

basis of accounting, which 1s described 1n note 1 to the City's financial statements for the year
ended August 31,2011

Relationship to Financial Statements

Federal awards are included in the Statement of Activities of the City as operating and capital
grant contributions



CITY OF MANDEVILLE, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31, 2011

(A) Summary of Auditors’ Results

Financial Statements
Type of auditor’s report 1ssued
Internal control over financial reporting

+ Matenal weakness(es) 1dentified

e Significant deficiency(ies) identified that are

not considered to be matenial weaknesses

Noncompliance material to the financial statements
Federal Awards

Internal control over major programs

e Matenal weakness(es) identified?

e Significant deficiency(ies) 1dentified that are not

considered to be matenal weaknesses?

Type of auditor’s report 1ssued on compliance for major programs

Any audit findings which are required to be reported in accordance

with section 510(a) of OMB Circular A-133?

Identification of major programs

U S Department of Interior
Coastal Impact Assistance Program

Dollar threshold used to distinguish between Type A and

Type B programs

Auditee qualified as a low-risk auditee?

Unquahfied

I8

s

yes
none reported

unqualified

yes

15 426

300,000
Yes



CITY OF MANDEVILLE, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31, 2011

(B) Findings Relating to the Financial Statements Reported in Accordance with Government
Auditing Standards

2011-1 Accounting and Financial Reporting

Criteria The City should have systems of internal accounting control which ensures
the basic financial statements are presented n accordance with U S generally
accepted accounting principles on a timely basis

Condition The City does not have adequate policies, procedures, and related internal
controls to prepare accurate and complete financial statements on a timely
basis

Context During our audit, we noted the City performed the reconcihations and

analysis of 1ts significant accounts sigmificantly after year end The frequency
and the timing of the reconciliations required the City to make sigmficant
adjustments to its financial statements

Sigmficant adjustments were required after year end for the following areas
accounts receivable, capital assets, accounts payable and accrued habilities,
grant expenditures, revenues, and deferred revenues, and government-wide
financial statements In addition, prior period adjustments were required to
properly report beginning balances

Cause The City does not have appropriate procedures to prepare accurate and
complete financial statements in a timely manner n accordance with U S
generally accepted accounting principles

Effect The City recorded material adjustments to its major accounts to ensure the
financial statements were presented in accordance with US generally
accepted accounting, principles

Recommendatton The City should implement a policy in which all significant balance sheet
accounts, including all cash accounts, accounts receivable, prepaid expenses,
accounts payable, and other habilities are reconciled on a monthly basis and
reviewed for agreement to the general ledger Reconciliations for all accounts
should be performed at least annually Review of the reconcihiations should
be performed n a timely manner and should be documented

Management’s

Response The administration agrees that we do not have a formal policy, the city is n
the practice of reconciling the banks on a monthly basis and reviewing the
investments reports, the administration will formalize the practice, including
the recommendations of the auditors



CITY OF MANDEVILLE, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31, 2011

(B) Findings Relating to the Financial Statements Reported in Accordance with_Government
Auditing Standards (continued

2011-2 Segregation of Duties

Cniteria

Condstion

Context

Cause

Effect

Recommendation

Management’s
Response

Adequate segregation of duties is an important aspect of an effective internat
control environment

The City does not have adequate segregation of duties over financial
reporting, payroll processing, and wire transfers

During our audit, we noted the following

L The Finance Director has the capability to initiate and approve wire
transfers The Finance Director also has access to post journal entries
to the general ledger

. The Accountant has access to change payroll pay rates in the payroll
system with no documented review or approval, mitiates wire
transfers, prepares cash reconcihations with no documentation of
review, mamtains checkbooks for each cash account, and posts
Journal entries to the general ledger

The City’s size and staff tumover contributed to the challenge of
implementing appropriate segregation of duties

Internal controls over financial reporting, payroll processing, and wire
transfers were not adequately designed or implemented during the year ended
August 31, 2011

The City should implement proper segregation of duttes over financial
reporting, payroll processing and wire transfers Management should
implement preventative and detective controls, including timely review of
bank statements, cash reconciliations, payroll registers, and payroll rate
changes This review should be documented

The admimstration understands with the hmited staffing the segregation of
duties 1s a challenge, and will develop procedures and policies to mitigate this
finding
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CITY OF MANDEVILLE, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31, 2011

(B) Findings Relating to the Financial Statements Reported in Accordance with Government
Auditing Standards (continued)

2011-3 Sales and Use Tax Revenue

Cnitena

Condition.

Context.

Cause

Effect

Recommendation

Management’s
Response

The voters of the City passed the 1% sales and use tax dedication with an
election held in August 1959 The tax was dedicated to constructing and
mamntaining playgrounds, public roads and bridges, sewerage, garbage
disposal, water works, fire protection, seawalls and beach improvements, and
other works of permanent public improvements

The City did not have procedures in place to ensure that sales and use tax
proceeds were used 1n accordance with requirements

The sales and use tax proceeds were used for general operations including
police protection

The City was unaware of the specific tax requirements relating to the 1%
sales and use tax

The City was not 1n complhance with the requirements of the 1% sales and use
tax

The City should ensure that 1t 1s in compliance with the sales and use tax
requirenents

The Administration when made aware of the situation, discussed with the
City Council, City Attorney, Legislative Auditors and Bond Attorney, to
determ:ne the appropriate action to rededicate the tax for the intended use
The adminstration and City Council move forward to have an election to
rededicate the sales tax The admimistration will implement a procedure to
ensure the funds will be depostted in the appropniate funds

11



CITY OF MANDEVILLE, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31, 2011

(B) Findings Relating to the Financial Statements Reported in_Accordance with_Government

Auditing Standards (continued)

2011-4 Sales Taxes on Water Services

Cnitena

Condition

Context

Cause

Effect

Recommendation

Management’s
Response

Louisiana R.S 47 305 (D)(1)(c) exempts from sales tax the sale at retail, the
use, the consumption, the distribution, and the storage of water

The City collected state of Louisiana sales tax amounts of $53,312 from non-
residential customers during the year ended August 31, 2011

The sales tax proceeds were collected 1n error

The City was unaware of the specific tax requirements which were effective
July 1, 2009

The City was not in compliance with the requirements as defined in Lowisiana
RS 47305

The City should ensure that it is in compliance with the sales tax
requirements The City should consult with legal counsel to determine the
appropniate use of the taxes collected in error

The Admimstration will cease collecting the sales tax and will research which
the entities are due a refund, and remit or credit their accounts

12



CITY OF MANDEVILLE, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31, 2011

(C) Findings and Questioned Costs Relating to Federal Awards

2011-5 Preparation of the Schedule of Federal Awards Expended

Critena

Condition

Context

Cause

Effect

Recommendatton

Management’s
Response

The City should have adequate policies and procedures neclessary for the
preparation of a complete and accurate schedule of expended federal awards
(SEFA). The SEFA should include all federal program expenditures and
reconcile to the supporting documentation

The City does not have adequate policies and procedures n place for the
preparation of a compiete and accurate SEFA

The City did not 1dentify expenditures incurred under the CIAP grant and as a
result did not have a single audit performed when one was required

The City does not have a system 1n place to ensure the SEFA 1s prepared and
reconciled in a timely manner

The City did not have a single audit performed for fiscal year 2011 when the
expenditures of federal grants exceeded $500,000

The City should ensure that it has a system in place to ensure the SEFA 1s
prepared and reconciled i a timely manner All federal expenditures should
be identified by the City and included on the SEFA

The City’s administration has taken the appropriate steps to track grants as
required The administration will distnbute a quarterly report to all
departments for their review



CITY OF MANDEVILLE, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31,2011

(C) Findings and Questioned Costs Relating to Federal Awards (continued)

2011-6 Timely Submission of Single Audit Report to Federal Audit Clearinghouse

Cniteria

Condition

Context

Cause

Effect

Recommendation

Management’s
Response

Office of Management and Budget (OMB) Circular A-133, Auldzrs of States,
Local Governments, and Non-Profit Organizations, § 320, requires the City
to submit its Single Audit Reporting Package to the federal audit
clearinghouse no later than nine months after fiscal year end

The 2011 Single Audit Reporting Package was not submitted timely

The federal reporting deadiine for the City’s Single Audit Reporting Package
was May 31, 2012, however, the City did not 1ssue its Single Audit Reporting
Package until February 2013

As the City did not have sufficient procedures to ensure all federal grant
expenditures were properly tracked and reported, the City was unaware of
expenditures incurred under the CIAP grant

The City did not submit theirr Single Audit Reporting Package timefy and
therefore was not in comphance with the requirements included in Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, § 320

The City should improve 1its financial reporting process and internal controls
over the preparation of the Schedule of Federal Awards Expended to ensure 1t
1s able to submit its Single Audit Reporting Package to the federal audit
clearinghouse no later than nine months after fiscal year end

The City’s adminustration has taken the appropriate steps to report grants as
required by the federal audit clearing house and to prepare the Schedule of
Expended Federal Awards for future periods

14



CITY OF MANDEVILLE, LOUISIANA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

YFAR ENDED AUGUST 31,2011

There were no audit findings 1n the prior year

15



Postlethwaite
& Netterville
A Professional Accouniing Cerpurahion
Associaiei Ofhices in Princioal Zines of tha Unired Sicias

www pncpa com

The Honorable Donald J Villere, Mayor and Members of
the City Council of the City of Mandeville, Lowisiana

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaning fund information of the City of
Mandeville, Louisiana (the City) as of and for the year ended August 31, 2011, which collectively
comprise the City’s basic financial statements and have 1ssued our report thereon dated February 29,
2012 In planning and performing our audit of the financial statements of the City 1n accordance with
auditing standards generally accepted in the United States of America, we considered the City’s
internal control over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opimon on the financial statements, but not for the
purpose of expressing an opimon on the effectiveness of the Company's internal control Accordmngly,
we do not express an opinion on the effectiveness of the Company's internal control

During our audit we noted certain matters involving mternal control and other operational matters that
are presented for your consideration A separate report dated February 29, 2012, contamns our report
on matertal weaknesses 1n the City’s internal control. This letter does not affect our report dated
February 29, 2012, on the financial statements of the City These comments and recommendations, all
of which have been discussed with the appropriate members of management, are mtended to 1mprove
internal control or result i other operating efficiencies and are summanized as follows

2011-5 Escheatment of Unnegotiated Items

Observation The City’s policy and procedures do not provide for routine review of
items for escheatment to the State We noted a number of 1tems on
the City’s bank reconcihation which shouid be reviewed for
escheatment dating back to 1998

Recommendation The City should implement processes and procedures so that
outstanding un-negohated checks are escheated to the State on a
timely basis

Management’s Response The administration agrees that the city need to implement a process to
forward unclaimed property to the state of Louisiana as required for
stale dated items or property unclaimed by recipients

2011-6 Backdating Checks

Observation The City backdated 213 checks that were cut subsequent to year- end
to August 2011 totaling $473,738 A journal entry was required to
properly record cash and accounts payable at August 31, 2011
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Recommendation The City should implement processes and procedures to ensure that
checks are not backdated

Management's Response.  The admimistration 1s aware of the practice of back dating of checks
The process allows the city to process the payments in the correct
reporting period. We understand the concerns of the auditors and will
setup a procedure items to be tracked easily If 1t 1s determied that
we can change the process, without any major changes, we will
eliminate the process

Our audit procedures are designed primarily to enable us to form an opmion on the financial
statements, and therefore may not bring to light all weaknesses 1in policies or procedures that may
exist. We aim, however, to use our knowledge of the City's organization ganed dunng our work to
make comments and suggestions that we hope will be useful to you

We would be pleased to discuss these comments and recommendations with you at any time

The City's written response to our comments and recommendations has not been subjected to the
auditing procedures apphed mn the audit of the financial statements and, accordingly, we express no
opinion on 1t.

This report is intended solely for the information and use of the Mayor, members of City Council,
management, and federal awarding agencies and pass-through entities, and is not intended to be and
should not be used by anyone other than these specified parties

Distblhuncts + plthodl
Metame, Lousiana
February 29, 2012



